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INTERNATIONAL APPALRS 


PREMISES OF LEC-CEMA ECONOMIC-TRADE RELATIONS DISCUSSED 
Wareaw SPRAWY MIEDZYNARODOWE in Polish No 2, Feb 80 pp 63-78 


[Article by Prof John Pinder, Director of the Inetitute of Political 
Studies in London: “Premises of Relations Between EEC and CEMA") 


[Text] General trade negotiations between the member states of EEC and 
CLMA proceeded regularly up to 1972. Since then no negotiations of this 
type have taken place, either between particular countries or between both 
groupings. One result of this ie fact that “a estate of non-communica- 
tion reigne” in EEC-CEMA relations.’ tWowever, the reality is lese drama- 
tic. The Community participates in GATT negotiations, members of which 
include the majority of European CEMA states. Agreements referring to 
such products as textiles and steel have been concluded with some CEMA 
states. The community permits imports from the GDR. Member states of the 
Community have come to understandings with CEMA states on cooperation con- 
cerning economic matters not covered by the joint trade policy of the 
Community (EEC). Anyway the majority of economic negotiations between 
East and West have always taken place between the trade authorities of the 
socialist states and western enterprises, and not between particuler 
governments, and this policy is continuing. Here we could demonstrate 
that in many cases general trade negotiations were a formality devoid of 
any major practical significance, and that trade exchange is still iacrea- 
sing despite the cessation of negotiations. It would be unreasonable to 
attribute this lack of general negotiations to dip matic difficulties 
alone. [¢t is not worth debating whether regional integration can have 
major consequences for relations between these two groupings or can inten- 
sify the problems which cause partners to seek changes in trade policy by 
means of negotiation. Finally, does economic integration cause the pro- 
cess of negotiation to become more difficult? Powerful economic and 
political forces are evinced in integration. Therefore it would be strange 
if they did not affect relations between integrated groups. 











vrowing Need for Negotiations between Modern Economies 


tn 1776 Adam Smith wrote that the greatest improvement in work productivity, 
the greatest experience, judgment and reason, with which it can be directed 
and exploited, seem to be the result of the division of labor, Since the 
power of exchange exerts an increasing effect on the division of labor, 

the scope of thie division must always be determined by the magnitude of 
this power or, in other words, by the seize of the market.? It is rarely 
possible to define a factor eo tersely, in two sentences, a factor which 
has been of central importance in the development of the world for more 
than 2 centuries Since the time these sentences were published, the need 
for a larger market has never ended, including the need to assure access 

to the markets in other countries, and finally to assure economic inte- 
gration for the purpose of “streamlining the international division of 
labor." The more dependent some countries become on accesn to the markets 
of other states or on economic integration with them, the more likely it 

ie that they wili carry on negotiations on the subject of the policy in- 
fluencing these marcetes. 


To a greater or leserr degree all modern economies are dependent on trade 
with other countries. This degree differs as a function of the “size” of 
the national market, ‘hat is, ite population and economic potential. Some 
of the emaller Europesn countries, such as Belgium, Hungary and the Nether- 
lends, export half or sore of their gross national income. This share 
comes to a level of 1/5 to 1/3 in the economies of medium size, such as 
Great Britain, France, "RG or Italy. Thies magnitude amounts to approxi- 
mately 1/10 for the large economies like the EEC, Japan, the USSR and the 
United States. 


Obviously there are qualitative differences. The technological level in 
Japan or Western Europe depends to a large degree on their exports, which 
are mainly exports of finished products. In turn, exporte and technolog’ - 
cal level depend on importe of material. Technological progress in the 
Soviet Union and Eastern Europe depends on imports of equipment. In the 
case of the United States, the use of the dollar and the conduct of in- 
vestments in international corporations are of preater importance. At 
any rate the fact is that the dependence of the small states of Western 
and Eastern Kurope on trade up to now has been very great, that of the 
medium-sized Western European states great, that of the EEC and Japan 
fairly great, although more for qualitative than quantitative reasons, 
and that of the USSR and the United States is lower, although it is still 
siemnificant. The need of particular countries to affect the economic 
policy of their partners corresponds to this differentiation. 


Adam Smith wrote of the “improvement” of productivity, presuming dynamic 
progress. However, it must be recognized that it is more the Marxist 
authors than the liberal ones who have described the consequences of 
integration.4 What they call the scientific-technological revolution 
is a constantly expanding need for the division of labor, specialization 
and production on a large scale, and thus a dependence of modern economy 
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on trade. Aa 4 consequence the need for some countries to affect the 
policy of others will increase, This process may occur very rapidly, 
before the recession which took place in the middle of the 1970's, the 
normal rate of growth in the groes national income (GDP) amounted to 
4-5 percent annually, and both world trade and East-West exchange increa- 
sed by 8-10 percent annually, At thie rate of growth dependence on trade 
doubled in the course of 14 years: the medium-sized Luropean cowtries 
exportin, 20 percent of their GDP in 1960 will export 40 percent of it in 
1974, and the Eastern European countries exporting 5 percent of their GDP 
to the LEC in 1960 will export 10 percent in 1974. Mutual trade between 
KEC members increased by approximately 20 percent annually in the 1960's 
and, at this rate of growth, mutual dependence on trade doubles in as 
Little as 7 years. Essentially the value of trade within the Community 
increased to 1/10 of the gross income of the EEC. 


The scientific-technological revolution also has an effect in another 

very essential direction. While it was possible to have a free trade 
syecem in the economy of the early period of che industrial revolution, 
the complex economy of today with ite deficient markets and intricately 
connected parts requires a much more comprehens.ve sort of management. 
Marxists have predicted that this inevitably will lead to replacement 

of capitaliem by a collective economic system, but this process has not 
yet ended in the more developed countries. If the idea of an abrupt or 
violent replacement of capitaliem by collectivism is replaced by the idea 
of adaptation of the economic policy to the changing level of technology, 
then Marx's idea on the subject of contacts between the level and the 
economic system proves to be very accurate here. Since the rise in the 
economic level in the capitalistic countries has led to greater interven- 
tioniesm ‘© economic policy on both the micro and the macro levels, the 
influence of the policy of a given country on the «xports of ite part- 
ners has aleo increased, and then a need has arisen for mutual influence 
by partners on the policy of each of them. In the case of political pres- 
eure, characteristic of many microeconomic policies, the task of affecting 
these policies is probably becoming sore difficult. 


The complexity of the contemporary economies of the CEMA countries, 
with their higher technological level, requires a more decentralized form 
of management. This has been the major direction of policy adjustment in 
all CEMA countries. However, the decisive effect on the amounts, direction 
and structure of foreign trade is still controlled by planning by direc- 
tive, and therefore the effect of planned decisions on countries dependent 
on trade with centralized economy states is very great. 


Two effects of the scientific-technological revolution, growing dependence 
on trade and complex political systems, have considerably increased the 
need for holding negotiations on the subject of affecting the policy of 
trade partners. In connection with the necessity of trade dependence, 
national p: licies have also become subordinate to the growing pressure 

















on the part of foreign economic forces, At a certain point in mutual 
trade dependence, economic relations between two or more countries can 
be defined as economic integration, and the consiatent process of nego- 
tiation on the subject of policy, at a certain point in the increasing 
acale of negotiations, could be called political integration, The term 
“integration” hae always been used, maybe too pragmatically, whenever 
institutions have been established for the purpose of facilitating poli- 
tical integration and negotiation, especially in the EEC and CEMA, 


The quality of relations within a group of partner countries depends on 
-heir individual economic levels, systems and degree of dependence or 
interdependence of their economies. The European Community is composed 
of countries with very similar economic systems and levels and with a 
high degree of interdependence. in this case it is obvious that the 
smaller countries are more dependent on their partners than the larger 
ones are. At any rate, despite the large economic potential of the FRG 
there is no dominant force in thie group. At the same time Western 
Europe as a whole includes smaller, peripheral countries, unilaterally 
dependent on the Community, which is not dependent on them. The East 
European CEMA countries depend to a large degree on both the Soviet Union 
and Eastern Europe. ‘ome states send them 1/10 of the’r gross national 
product. (This is an amount close to tne mean trade interdependence of 
the EEC countries). However, their economic levels are generally closer 
to the USSR level. These countries also have the same economic system 
as the Soviet Union. All of these things, along with political and 
deiensive connections, enable political integration within the framework 
of CEMA, but check negotiations with the Community. 


With respect to economic potential, the countries of the Community are not 
as much weaker than the United States as the Eastern European countries 
are weaker than the Soviet Union. The Community as a whole attains the 
level of the American GDP, while the Eastern European countries together 
attain only half of the Soviet GDP. The Community exports only approxi- 
mately 2 percent of its GDP to the United States, or much less than the 
Eastern European countries export to the USSR. In addition the political 
integration of the Community permits it to vie in trade policy with tie 
United States, while the countries of Eastern Europe have no separate 
institutions needed for this. In turn we must not forget about the 
strength of American corporations, the dollar as international currency, 
and above all the defense connections. Still, despite the predominance 
of the United States in many fields, there is a rather significant eco- 
nomic interdependence between the United States and the EEC. 


In East-West relations the economic contacts between the United States and 
the USSR are quite weak. On the other hand there is a significant economic 
interdependence between the EEC and the USSR. Each of these parties ex- 
ports 1-2 percent of ite GDP to the other, with equivalent imports being 
of great importance to the Soviet party from the viewpoint of technological 











development, and to the Community from the viewpoint of supplies of crude 
oll and other raw materials, (However, the strategic superiority of the 
USSR leads to a connection between the defense policy of Weatern Europe and 
the United States, and not with the USSR), It can be expected that these 
relations, even if they are dependent on political systema and policy, 
will expand with economic growth and technological progress, but will pro- 
bably not be very important in coming years, In economic relations 
between East and Weat, the most advanced sector and at the same time 

the greatest problem ie trade between the countries of Eastern Europe and 
the Community. This is because it expresses a unilateral dependence of 
Eastern Europe on the Community. Differences in levels and economic 
syetems and policies make it much more difficult to facilitate negotia- 
tions in this trade than is uweual, even under unilateral relations, 


Problema for Negotiation 


If the economic and political systems were adjusted to technological 
progresa immediately, smoothly and in an optimum manner, the policy 

of economic partners could be adjusted so as to maximize mutual prosperity. 
However, this is still a long way off. Even if changes in the cechnolo- 
gical level, economic system, economic integration, political integration 
and its inetitutions are mutually interdependent, this interdependence 

is slight, and a long time may pass before there is mutual adjustment. 


The uneven diffusion of technology throughout the world caused problem, 
both in East-West relations and in other relations as well. Lower priced 
imports from Eastern countries were able to cause so-called market disrup- 
tion in the West, while the governments of the Eastern countries could 
imagine that technological superiority gave their Western partners greater 
bargaining power, even if systems with a centralized policy maximize the 
negotiating power of the East. Although the CEMA states are developing 
somewhat faster than the Community, it will take a long time before the 
lack of equilibrium and the problems caused by it are overcome. 


The difference in economic systems causes greater difficulties. One of 
the problems is that none of the systems has adjusted to deal effectively 
with the management of an economy whose nature has changed so much in the 
course of less than 25 years. Widespread economic stagflation is evident 
in the West. A return to a simpler economic policy, concentrating on the 
influx of money, presents some hope of overcoming it, but this trend is 
more apparent in a microeconomic policy with respect to the working force, 
industry, regions and income, reflecting the imperfection of the markets 
in modern complex economies. In the East we can observe the phenomenon 
of inefficiency on a micro scale, caused by the excess economic adminis- 
tration, and by a simultaneous tendency to use market mechanisms as an in- 
strument of planning. Both stagflation and strict centralization cause 
difficulties in international trade. 








wowever, particular problems are caused in negotiations by difterences 
between the systems. In principle, in return for access to ite markets, 

a Weatern country can demand 48@ equivalent adjustment in the plan of an 
Eastern country. In practise, however, not much has been accomplished 
here. For Weatern countries the trade negotiations end with a feeling 

of steps in the direction of trade liberalization which they were inclined 
to accept one way or another, even without tangible concessions from the 
Eastern party. ‘This unquestionably happens partly because the Wester: 
governments have lacked the imagination to foresee what they can ask che 
Eastern partners in return for trade liberalization. On the other hand it 
is partly because Eastern governments have not taken the matter of recipro- 
city seriously, not appreciating the fact that if they are not ready to 
give a lot, they will probably not receive a great deal, It is also more 
difficult to agree on an equivalent plan adjustment for a given customs 
reduction than on one equivalent customs reduction for another. The 
asymmetry in the two systems, where enterprises in one negotiate indepen- 
dently of governments while enterprises in the other and their public 
authorities negotiate as a single party, also complicates the matter of 
reciprocity, There is a sphere of negotiation, understandings on special- 
ication or industrial cooperation, which suite the policy trend of both 
sides. However, the difference between the systems remains a substantial 
obstacle to adjusting their policies to the benefit of East-West trade. 


Since the “market area" continues to expand beyond the territory of a 
national state, contradiction is deepening in each system between the 
range of economic reality and the limite of political authority on «he 
one hand and economic integration and national sovereignty on the other. 
In principle it can be neutralized by negotiations between governments. 

In practise, however, internal pressures on governments are stronger than 
the influence of trade partners. National policies are not sufficiently 
adjusted to the needs of international economy, finally causing losses to 
all who participate in international cooperation. This particularly in- 
volves the group in which there are no dominant members, where there is no 
external source of political strength which could counter the forces of 
internal pressures. In a group which has a dominant member, the policies 
of the dependent members can be too strongly adjusted to the needs of the 
dominant country. Sometimes the dominant member, in order to maintain the 
system, gives its dependent partners more than could be explained by the 
division of goods. At any rate it is difficult to achieve an optimal divi- 
sion of goods between a dominant country and dependent countries. These 
problems are without significance when dependence on trade is small. 
However, with a rapidly increasing division of labor and economic integra- 
tion, losses arising as a result of a decentralized policy of coordinate 
partners or lack of adjustment in policy in relations between a dominant 
country and dependent countries can quickly become exorbitant and finally 
intolerable. Gunnar Myrdal had decentralized forces in mind when he pre- 
dicted that national integration, by which he understood national planning 
and a policy of prosperity, causes international disintegration. 








Lt has been proven that Myrdal was in error, at least with respect to 
industrialized countries in the 1950's and 1960's, National iategra- 
tion did not undermine the international economy, This was partly the 
result of technological progress which exerted strong pressure in the 
direction of international economic integration and partly the result 
of establishing institutions stimulating and supporting economic inte- 
aration through international political integration. 


Integrated Groupings 


After World War II the United States occupied the dominant position in 

the world economy and used it to establish the Bretton Woods system for 
negative integration; to remove barriers and restrictions in trade. The 
main organizations in thie system were GATT, General Agreement on Tariffs 
and Trade, the purpose of which was to reduce trade barriers, and the 

IMF, International Monetary Fund, which was to maintain the stability of 
convertible rates. Custom more than logic decrees that the term "integra- 
tion” not be used to define the essential effect of these international 
institutions on policy, an effect reinforced by other organiemes such as 
OECD [Organization for Economic Co-operation and Development) and the Bank 
for International Settlements (BIS). 


Since the late 1960's the Western system of political integration has been 
subject to increasing overwork. The reason for this is the fact that the 
concept of negative integration is no longer reflected in the internal 
problems and policies of the market economy. Stagflation cannot be cured 
by a macroeconomic policy alone, becavee important microeconomic policies 
have been developed with respect to industry, the working force, 

income and so on, The more flexible principles of the IMF and the 

new GATT codes with respect to subsidies and general provision produced 
different reactions to this problem. However, international political in- 
tegration has not kept pace with the development of national policies, to 
gay nothing of the economic problems of the 1970's. 


The uncertain state of political integration was also reflected by the drop 
in the economic domination of the United States. If we consider union with 
a defense policy, the United States can still dominate EEC and Japan. But 
in matters of trade, when this union is periodically reduced, the Commu- 
nity is equal to the United States and, together with Japan, is basically 
independent of America with respect to many economic matters. Therefore a 
reform of the Western system of political integration in the direccion of 
adoption of modern political requirements does not depend on American 
leadership, but on che joint efforts of the United States, the Community 
and Japan. At any rate this cannot be achieved by operating according to 
the example of the old model of a “dominant member, dependent countries." 
Here the best example is the European Community, which has developed with- 
out a dominant member. 














Kurepean Leonoute Community 


The Community established a much more far-reaching syatem o° integrated 
policy than the Bretton Woods system, The negative integration of the com 
mon =6market, although it does not differ in principle from the trade 
Liberaliem in GATT, is much more uncompromising, The Community .leo has 
‘olnt inetrumente of policy (custom, taxes, guaranteed funds), by means 
of which it can introduce trade and agricultural policies, and many other 
policies which remain beyond ine goale of trade liberaliem and improvement 
in the negative integrat'on market and inatitutions which are really much 
weaker than the inatitutiona of national atates, but atronger than almost 
all international organisations. 


However, the Community, just like the more extensive Weatern syatem, had 
difficulty in the development of suitable policies keeping pace with the 
probleme of the 1970's. National policies for many sectors of industry 
should be supplemented by the industrial policy of the Community on ite 
level of industrial integration. The dependence of the economy of the 
REC on crude of] from the Near East has demonstrated the need for a joint 
energy policy, in order to sti@ulate local production, conservation of 
energy and stabilization of relations with producers of crude. In addi- 
tion international currency disturbances have emphasizes the need of a 
Community policy which would promote the stability of currencies. How- 
ever, despite a number of attempts made in thie direction, not much has 
been achieved, 


Tliene for a currency unit were informative. When economic inconsistencies 
made it difficult to maintain the currency rates of the member states in 
the so-called currency [monetary] serpent, governments agreed to coordinate 
their national policies for the purpose of coordinating economic undertak- 
inv». However, efforte made for the purpose of coordineting policy pro- 
duced little more than an exchange of information. Thie should not be sur- 
prising, eince results were always similar whenever the Community tried to 
aseure joint action with reference to really important currency matters, 
energy or industrial policy through coordination of the use of national 
policy instruments. internal political pressures are stronger than the 
influence of the Community, which as a collective organization lacks an 
equivalent source of strength. If it had « dominant member, it would have 
means to induce or force other members to follow a consistent line of acti- 
vity. But the lack of such a member in the Commumity, and the experience 
of che Western system as a whole and of CEMA indicate that the dominant 
member can inject sany problems into a grouping. However, the Community 
has been able to achieve a joint policy when it was given ite own source 
of strength in the foes of instruments of trade and agricultural policy. 

in many publications” it has been proposed that member-states not be 


deprived of their own instruments, but that the instruments of Community 
policy could be formed parallel. The new European Currency System 
(ESW) guarantees the European Currency Fund, in which Lhe mesber-states 




















must deposit 1/5 of their reserves in gold and dollara for a period of 

2 years, while the other 4/5 remain in heir own central banks. Sut weil 
thie ia realised, the BSW will remain another mechaniam for convertible 
rates, dependent on economic concurrence achieved by national policy in- 
atrumente, 


Where economic integration has gone far enough to need political integra- 
tion, which presente delicate political questions, an integrated grouping 
without a dominant member must assure ite inetitutions of political inatru- 
mente remaining beyond the exclusive control of the governments of the par- 
ticular states. Experience shows that it is difficult to do this. Today 
it ia a trulem that no neo-functioning concept of transmission from one 
sector to another hae materialised, Transferring authority or granting 
inatitutiona of a group disposition over their own policy inetrumente 
requires political decisions, and the political role of the governments 

of the member-states ie etill much greater than that of the Community in- 
etitutions, Since the time that the Community was granted ite main autho~ 
rity and inetrumente on the basis of the original arrangements, scarcely 
any decisions of any significance have been adopted. Maybe the Marxist 
opinion that political expansion will match the economic base may apply 
here to support the transfer of authority in accord with the degree of 
economic integration. However, the Marxist theory, concentrating on oppo- 
sition which hampere transformation in capitaliam (with the faulty implica- 
tion that such a transfer would be very easy wherever private ownership of 
the meane of production had been done away with), does not help explain 

why euch a tranafer took place in the early postwar period. The member- 
states remitted to the Community custom duties, taxes and the agricultural 
funds, various other instruments and authority, not when opposition had 
disappeared, but when the confidence of the member-countries in the sound- 
ness of the formule of a national state had become shaky. This suggests 
that the theory of federaliem, which refers to the transfer of authority 
from a etate to inetituti of a mion, should be valid. Literature on 
the subject of federaliem’ defines the conditione under which such transfer 
can occur: eimilar economic and political system, geographic proximity, 
previously acquired experience with joint institutions, hope of economic 
profit, external threate and so forth. But thes conditions are very 
general and do not clearly indicate how and when «uch transfer of autho- 
rity takes place. Since several important inetruments have been transe- 
ferred, the Commumity already disposes of some experisental material which 
may be useful in seeking answers to these questions. For the moment ic 

is possible only to definitely say that a lack of assurance of instruments 
for the Community causes the political integration to be too weak to gua- 
rantee joint administration, which an integrated economy requires. 


However, among the instruments which were transmitted to the Community 
level, there are a few of very great importance for joint economic policy. 
Thies then is direct proof of the effect of political integration on trade 
partners in an integrated grouping. Despite expectations, the 











common extermel customs duty was used by the Community in a comp letely 
liberal way, with certain exceptions in ite application to countries of 

low income, lt does not seem that separate tariffs by many member-coun- 
tries could be used in a way more stimulating to trade, Uxperience with 
the joint agricultural policy almost vindicates Myrdal's fear thet national 
integration (in thie case the Community) can cause international disinte- 
aration, Agricultural lobbies, againet the background of seriou social 
problems stemming from the rapid drop in rural population, could rise in 
defense of the protectionist policy of the Community, With the exiatence 
of the practise of unanimous voting in the Council of Minieters, it te 
difficult to overcome the opposition of one inflerible government protec- 
ting the etatus quo, and the protectioniet agricultural interests must get 
the suppor. of at least one euch government. The balance of power changed 
in favor of consumers (who have one inflexible government on their side 
since the expansion of the Community in 1973) and of industry, and there- 
fore policy in the 1980's can undergo significant changes. It seems proper 
to interject that, if there are particularly difficult »roblems and inter- 
hal pressures, not only will joint inetrumente be necessary, but also 
atronger Community inetitutions, if it is to attach due attention to 
general interests, such as the development of international trade. 


Since an industrial policy has been weed in European countries to meet the 
difficulties of the 1970's, efforts have been made to stimulate the indus- 
trial policy of the Community. However, Community use of any inetrumentes 
of industrial policy te probably not as beneficial to trade as the use of 
joint custom duties. The problems are too difficult for these instruments 
to be sufficient. However, with the existing degree of integration of the 
Community market for industrial productea, it seems wmilikely that the EEC 
policy was worse for international trade than the competing policies of 
member governments. This is because the governments of the member-states 
will either grant subsidies, and thus protection for industries which are 
in trouble, or will cooperate on a base on which it is easiest to assure 
international understanding, that ia, a shift of the burden of regulation 
to foreign suppliers. The role of the Commission in proposing policy for 
the steel and shipyard industries, along with protection of the reduction 
in productivity as a condition for protectionist support, showed that the 
Community as such could act better if it had at ite disposal instruments 
permitting greater effectiveness of ite policy. 


it would be unreal to aseume that integrated groupings at the stage which 
the Comunity has reached could be optimal trade Partners. Inetitutions 
of the Community still provide particular governments representing specific 
interests a great deal of opportunity to block the general interests of the 
development of trade. Ite instruments are not suitable to reinforce the 
policies which it is trying to stimulate. Por trade partners this is a 
risk greater than is usually met in relations with a national state. But 
renationalization of trade policy, even if it were possible, would be 

even more unsatisfactory, and the current concentration of industrial 
policy in the hands of gember governments will probably be less and less 
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satiafactory as economic integration progresses, Since industrial integra- 
tion with disintegrated industrial policies is not a combination capable of 
functioning, the industries covered by thie shaky policy are probably also 
unsound, and therefore require protection, For the trade partners of a 
grouping, integration has ite inconveniences. but no matter how ineffec- 
tive euch integration remains, since the grouping lacks necessary and 
atrong inetitutions and ineatrumente, the alternative of disintegrated 
policies ie probably even more wmeatiefactory. 


Couneil of Economic Mutual Aseietance 


After World War Il, the economies of the comtries of Eastern Europe rapidly 
became integrated with the economy of the Soviet Union. The share of these 
cowmtries in trade with Western Europe, which amounted to approximately 
two-thirds before the war, diminished by half. Their main trade partner 
became the Soviet Union. Since CEMA came into being in 1949 in the initial 
stage of integration, ite inatitutions did not play any major role. tin 
each national state political syetems were atrongly incorporated, and rela- 
tions between the integrating economies were negotiated on a bilateral 
basis by the interested governments. 


When industrialization in Eastern Europe plunged forward, an obvious 
need developed for greater specialization, and thus for economic integra- 
tion. The idea of multilateral integration was considered in several 
Eastern European countries. The activity of CEMA institutions increased. 
But only after 1968 did the process of political integration really g¢in 
momentum. Here it should be added that because of ita size the Soviet 
Union ie less dependent on trade than the countries of Eastern Europe, and 
ite interests in economic integration can be correspondingly less. 


The aim of integration was expres in the Comprehensive Program of 
development of integration of 1971.° In agreement with the instruments 
used in the system of direct plenning, basic methods of integration recog- 
nized in the Comprehensive Program were negotiation of specialized agree- 
ments, within the framework of which investments and production in a given 
sector of industry are divided between two or more member countries, and 
coordination of plane. The Comprehensive Program included certain resolu- 
tions referring to shifts in the direction of convertibility of currencies 
and other market mechanism, although this does not meet the system: of 
internal economic management in the majority of CEMA countries. The inte- 
gration achieved in this field was not great. However, many specialized 
agreements were concluded, satisfying the needs of the countries of Eastern 
Europe in the area of greater specialization and large-scale production, 
not requiring them to resign all their power to political integration 

in the CEMA system. The actual effect of the coordination of plana on the 
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plane of the member-countries is more difficult to assess, This partially 
reflects a lack of information on which euch evaluations could be based. 
iowever, iC seem apparent that major difficulties etand in the way of 
coordination, effective enough to tangibly change the form of these plans, 


The process of integration within the framework of CEMA can have specific 
implications for trade with the Community, For example, if production in 
some industrial sector becomes an object of a specialized agreement with 
CEMA, this can prevent CEMA mmber countries from importing these products 
from Community enterprises, A change in the method of production intro 
duced into the Community by a supplier can require agreement from all 
parties in the specialized understanding, and thus CEMA as a group. Al- 
though the consequences of CEMA integration can be incorporated in a manner 
increasing the need for negotiations between the two integrated groupings, 
such negotiations would increase existing problems because of the asym- 
metry in the political structures of the groupings. These problem could 
be eliminated if CEMA would interpret its own negotiating policy as a 
group and limit negotiations to cases where its internal integration parti- 
cularly requires external negotiations, or where the CEMA functions are 
conducted unanimously according to general principles. 


Prospects of Relations Between CEMA and EEC 


it is certain that many of the conclusions expressed here on the subject of 
CEMA and EEC will be questioned. But there must certainly be agreement on 
one point: there are many difficulties standing in the way of economically 
optimal relations between these groupings. These are: different economic 
systems and levels; problems in adjusting each system to satisfy the needs 
of modern economy, and therefore the most effective division of labor; 
ideological and political conflict between the West and the East; and 
probleme of itaplementing institutions and instrumente of political integra- 
tion which would meet the political and economic conditions of the member- 
countries in each grouping and aleo match the relations with countries and 
groups from outside these organizations. The majority of difficulties stem 
rather from economic and political differences than from the unique situa- 
tion in the integrated groupings, but the groupings do add one more dif fi- 
culty to an already complicated situation. Even if Myrdal was wrong in 
expecting national integration (or to expand his thesis, regional integra- 
tion)to causedisintegration in the Western or Eastern system, he still 

may have been right with respect to the impact of regional integration on 
relations between East and West in Europe. The author is not capable of 
presenting answers to these questions, and the analysis above merely de- 
fines some conditions on which this impact may depend. 


The evolution of every system in the direction of satisfying contemporary 
economic needs should improve relations between systems, while the impos- 
sibility of development of systems should render them difficult. Inter- 
dependence has reached a point where an economic crisis or adversity fo 
one party can cause material losses to a second party, for whom an 
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ideological Schadenfreude does not constitute suitable compensation, In 
addition the evolution of political syatema probably expands the bases of 
collaboration by making it easier to achieve reciprocity in negotiations, 
and then tangible political changes which will be mutually advantageous. 


In particular the development of a alcroeconomic policy for the organisa- 
tion of industrial and trade markete in the Community can induce the 
Soviet Union to negotiate with it, At the present time a predominant part 
of Soviet exports, natural raw materiale, does not meet any obstacles in 
entering the Community market, and other exports, mainly tudustrial product 
products, are affected only by very low customs duties. The development 
of a microeconomic and sector policy would give the Soviet Union more 
occasion to negotiate, simultaneously placing in front of the Community 
specific industrial goale which could create atronger motivation for it 

to negotiate with CEMA countries. in turn the development of market 
mechaniems in the CEMA countries could aleo etimulate the Wester party 

to hegotiations, as vas shown by the acceptance of the Hungarian tariff 

in GATT as an important policy inatrument. Along with changes in policy 
which would introduce greater content into the negotiations, the develop- 
ment of ecience, which has implemented various technologies of industrial 
cooperation in Last-Weat economic relations in the past decade, will cer- 
tainly continue to develop new methods of promoting negotiations despite 
the differences between the system. 


Political integration within the framework of EEC has been criticized 
often and severely by Eastern observers. A particulers object of reproach 
was the effect of political integration on the external relations of the 
Community. While some charges can obviously be supported, a general 
criticiem of political integration cannot be justified. Where economic 
integration ia advancing as rapidly as in the majority of industrial sec- 
tore of the Community, an impossibility of complementing it by political 
integration would lead to difficulty in these sectors, and this in turn 
would cause trouble, not only in the Community, but also among trade part- 
ners. Since a grouping without a dominant member must have joint policy 
inetrumente, if the political integration ia to be effective, the member- 
countries must agree to provide the grouping with instruments embracing 
the sectors in which economic integration is particularly advanced. It 
may seem paradoxical to the trade partners of the Community chat their 
problems will be greater if the Community does not acquire suitable instru- 
mente than if it does acquire them. As the example of agriculture shows, 
weak inetitutions based on unanimity among national ministers tend more 

to protectionist poli¢y than do the strong institutions of the Community 
based on a greater role of the Commission and Parliament, and majority 
voting of ministers. However, the fact that member governments can conti- 
nue to oppose strengthening of Community instruments and institutions, 

as has often happened in the past, is an alarming perspective. 


Along with the growth in interdependence within the framework of the entire 
Western system, there will also be a need for political integration of this 
system as a whole. This places the trade partners of the West before « 
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dilemma similar to that which integration in the Community causes; poli- 
tical integration and the transmission of policy inatrumente to the level 
of the grouping causes ape ific problems for trade partners, but the in- 
ability to integrate policies and to tranafer inatruments causes probleme 
whose effect on Crade partners would probably be even worse, Here the 
Western governments also will surely be too slow, and not too fast, to 
use the logic of political integration. 


Within the framework of CEMA the ad hoc method of political integration 
represented by many widerstandings on epectalisation under given condi- 
tions can be better, even if it does not provide the member-countries 
with the advantages which should be gained because of economic integra- 
tion, An external consequence of thie would be a joint extemal position 
of the grouping only in those fields in which the member-countries are 
associated by an widerstanding on specialization, which does not permit 
them to have individual negotiations on thie subject. However, there are 
no signe indicating that the member countries define the CEMA role in 
negotiations eo etrictly, and do not seem ready to consider the idea of 
integration of subgroups of Eastern European countries which would enable 
more thorough integration among the members of a subgroup, along with a 
joint subgroup policy respecting the EEC. 


Therefore it seem that neither the Last nor the West has the condition 
for an optimal method and degree of political integration. but it is 
necessary to live in a sub-optimal political reality and find a form of 
nepotiations which could be better exploited. Negotiations between EEC 
and CEMA could include three channelea which were proposed by CEMA: 
giouping with grouping, member-cowtry from one side and grouping from 
the other, member-country from one side and member-country from the other 
side, under the condition that CEMA first defines the area of responsi- 
bility of a grouping in a method which reflects the real situation of 

ite economic integration and political structure. 


integrated European Groupings and the World Economic System 


Obviously it is difficult for Europeans to adjust political inatitutions 
to the needs of their integrating economies, and this causes every kind 
of difficulty for the national economies, the integrated groupings and 
relations between them. The scientific-technological revolution is 
developing faster than political institutions on either side of the 
European ideological division. With respect to East-West relations, the 
greatest problem is the countries of Eastern Europe, which really need 
changes in the Community policy, but which lack effective means of 
obtaining them. This is because dependence on trade will continue to 
rise, even in the case of such large economies as the Community and the 
Soviet Union, and they will also suffer losses if satisfactory relations 
are not established between thea. 
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Lt is not only the huropeans who suffer because of the fact that the 
political etructures on the continent remain eo far behind technolo- 
gical development, The reat of the world is losing trade opportunities 
because of imperfect Luropean undertakings, Earlier analyses have 
shown that economic integration and the conalatent need for political 
integration are derived from the acientific-technological revolution 
which le a worldwide phenomenon, Integrated groupings have arisen 
in various places and this process will continue. Up to now Europeans 
have the greatest need for integration, because many of them live in 
amall or medium-sized atates with a high level of development, 

Their experience with respect to political integration te correspon- 
dingly great. If they continue to develop suitable methods, inatru- 
mente and inatitutions of political integration, their experience will 
certainly be weed by other amall and medium-sized countries with a grow- 
ing level of technology, and even by countries like the United States 
and Japan whose level is so high that they have become irrevocably 
interdependent with a large number of other countries and groupings. 





dowever, if it turns out that the European experience is not an example 
for othere (with the exception of an example of what not to do), this 
will etill be an example of relations between integrated groupings. Since 
economic integration occure in various parte of the world, the number of 
groupings ie increasing, and their members will have to consider what 
relations to maintain with foreign estates and how to establish relations 
between groupings as such. European integrated groupings will only pro- 
vide a positive example if they develop a suitable model of negotiation 
through the three channele mentioned above, using market instruments and 
directive economy in every channel. If this is successful, Europeans 
would offer the world a general model of reletiona between integrated 
groupings which could help the international economy turn from its rocky 
road in the direction of world economic integration and finally, in the 
distant future, to world political integration. 
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INTERNATIONAL AFFAIRS 


CEMA TRADE STRUCTURE GROWTH DESCRIBED 
Budapest FIGYELO in Hungarian No 20, 14 May 80 p 16 
[Article: "The Structure of the CEMA Trade") 


[Text] The spreading of the international division of labor among the CEMA 
states has especially increased the rate of the average annua) growth of 
mutual trade among the member states. (The 8.2 percentage of the years 
1960-1970 rose to 9.2 percent for the period between 1971-1975.) On the 
basis of signed trade agreements, in the course of the current five-year plan, 
the mutual trade of the socialist countries will rise at an annual rate of 
8.5 percent. 


Within the total foreign trade volume of the fraternal countries, the ratio 
of mutual trade vas risen to 60 percent. To some degree, this is the result 
of the structural developments in the turnover of commodity trade. 


In the course of the seventies, the mutual trade among the CEMA states 
expanded faster than did their economies. 


The impact of mutual trade upon the process of production in the CEMA states 
will be considerably greater by the time of the fulfillment of the current 
long-range programs of cooperation to be completed in 1980. 


For the first time in the relationship of the CEMA states, these programs 
will enable the determination of basic elements and parameters of their 
cooperation and trade for a period of 10 years and even longer. 


Machines and equipment stand in the forefront in this mutual trade. Within 
the confines of the foreign trade of the individual countries, this amounts 
to between 30 and 60 percent. 
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The Export Structure of the Mutual Commodity Trade among the CEMA States 
(in percentages). 
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Seventy=six percent of the machine industry exports of the CEMA states are 
directed toward CEMA markets, which satisfies 64 percent of their import needs 
in machines, equipment and in transport facilities. Simultaneously the 
application of division of labor to the machine industries of the CEMA 
countries has also increased. During the years 1971-1977, the ratio between 
the average rate of annual growth of the mutual export of machine industry 
products, and the average rate of annual growth of machine industry production 
was 1.66. (During the years 1966-1977 this was only 0.82). Production and 
trade in the machine industries of the CEMA states increase with a rate that 
is higher than the rate of their overall trade. 


In the course of the current five-year plan, the volume of mutual exports in 
machines and equipment exceeds 90 billion rubles. (During the years 1971- 
1975 this amounted to 52 billion, and during 1966-1970 to 27 billion rubles). 
In 1980, the ratio of machines and machine equipment in Bulgaria's trade with 
the CEMA member states will reach 55 percent; for Hungary, 57 percent; for 
the GDR 66 percent; for Poland 56 percent; for Romania 51 percent; for the 
Soviet Union 42 percent; and for Czechoslovakia 58 percent. Approximately 
half the trade in machine industry products is being conducted within the 
confines of specialized manufacturing and cooperative production. In the 
machine industry, over 700 bilateral and multilateral agreements have been 
concluded concerning specialized manufacturing and cooperative production. 
This means that over 60 percent of such agreements signed by CEMA member 
states are concerned with this branch of industry. 


The move toward specialization is indicated also by the fact that the 
individual countries have either decreased or ceased completely the export 

of numerous goods which earlier played a significant role in their domestic 
mrkets. In Bulgaria, these included mining and crude of] equipment, 

rai’ road rolling stock, agricultural machines (with the exception of 
tractors); in Hungary, metallurgical, hoisting and transportation gears, Light 
industry equipment, railroad rolling stock (with the exception of diesel- 
powered trains), ships and shipping equipment; in the GDR, house-fabricating 
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equipment and tractors; in Poland, crude oll equipment, trucks and buses; in 
Romania, trucks, ships and shipping equipment; and in Czechoslovakia, hoisting 
and transportation gears, ships, shipping equipment, buses, etc. 


In line with the signed commercial agreements, the volume of mutual trade in 
electric calculators has risen from 3 billion rubles for 1971-1975, to 8.7 
billion rubles for 1976-1980. Moreover, their ratio within the mutual exchange 
of machines and machine equipment has grown from 2.9 to 5 percent. 


In 1977 the ratio of fuels and raw materiale within the confines of mutual 
exports amounted to about 27 percent. In the same year, mutual deliveries 
of the more important raw materiala were able to satisfy the import needs 
of the CEMA member states to the following degree [in percent]: coal 95.8, 
coke 94.4, crude ofl 74.7, iron ore 74.4, manganese 77.7, pig iron 94.8, 
rolled metals 63.5, copper 81.1, aluminum 87.4, and cotton 76.4. 


The acceptance and approval of a long-range program of cooperation concerning 
the supply of energy sources, fuels and raw materials will further strengthen 
the cooperation of the CEMA states in solving one of their most timely 
economic problems. The program, first of all, starts out with the notion that 
national reserves in raw materials have to be utilized to the greatest extent 
and that geological surveys on the lands of the fraternal countries must be 
identified. Secondly, much greater significance must be attributed to the 
transformation of the structure of production, with the goal of decreasing 

the still very high level of consumption of energy and raw materials. (If 

we regard the energy used for the production of a single product of a particu- 
lar branch of industry in West Germany as being 100, then in Bulgaria, in the 
GDR and in Poland this number is 152, in the Soviet Union and in Czechoslovakia 
it is 145, and in Hungary 114. This also holds true for the consumption of 
various other raw materials). 


In the course of developing one of the most energy-consuming branches of the 
industries of the CEMA countries, namely, the chemical industry--according 

to the signed agreement--the Soviet Union will concentrate on increasing 

the production of high-energy-consuming chemical substances (e.g., ammonia, 
methanol, polyethilene). In return for this, the Soviets will get small- 
volume and less energy-intense chemical products from the other CEMA countries 
(e.g., plant-protecting sprays, cohering agents, and various other light 
industry ingredients). 


As demonstrated by past experience, the rationalized supplying of the 
economies of the CEMA states with fuels and raw materials is also aided by 
the activities of the CEMA's international organizations. On the basis of 
proposals developed by the INTERMETALL, by early 1976 the interested member 
states signed about 30 agreements concerning specialized manufacturing and 
cooperation in the area of metallurgical production. Today, the volume of 
mutual deliveries above the quotas contained in long-range trade agreements 
is already above 3 million tons. This compares to 780,000 tons for 1964. 
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Within the confines of thia cooperation, the volume of mutual deliveries of 
nonferrous metals and alloys produced through the utilization of unbound 
production capacities alone amount to over 1.5 million tons, In this manner, 
it was possible to save about a half a billion dollara. The expansion of 

the trade of nonedible raw materials among the CEMA states also means 
simultaneously the wider application of compensational exchange among the 
member atates, as well as the development of trade among organizations and 
ministries concerned with the supply of materials and technical services. 

In 1978, the volume of trade in goods that were freed and destined for 
technical production, among the CEMA countries amounted to 200 million rubles. 
This was 4.3 times greater than that in 1975. 


The ratio of consumer goods within the framework of the mutual exchange of 
goods amounts to 20 percent. At present, the fraternal countries are able 

to supply two-thirds of their import needs of the above-mentioned products 
through mutual cooperation. In most of the CEMA countries these consumer 
goods constitute a sizable portion of the domestic commodity stock. In the 
Soviet Union this index on furniture, shoes, finished clothing textiles, 
vegetables and fruits is 15 percent. In Poland, the import of consumer goods 
satisfies 10 percent of the domestic demand. Hungary's share in this retail 
trade, on the other hand, is 19 percent. In the ensuing decade, the mutual 
exchange of consumer goods will receive an ever-increasing role in supplying 
the needs of the population of the fraternal countries. In viewing the ratio 
and rate of increase of the trade in consumer goods, one has to stress 
especially che group of goods that qualify as "consumer products of industrial 
origin.” In this case the value of the mutual trade in 1977 approached 9 
billion rubles, and thus it was 2.1 times greater than in 1970. During the 
seventies the rate of growth of trade in consumer goods has surpassed the 
general production index of the socialist countries by 20-25 percent. But 
there are still significant reserves in light industry and in various other 
branches producing consumer goods that can be utilized through an even greater 
application of the division of labor. In most of the CEMA states the per 
capita volume of trade in common consumer goods is only one-third to one-fifth 
that of the developed capitalist countries. 


Food products and food-related raw materials have a significant place in the 

trade of the CEMA countries. During the seventies, the ratio of these 

products in the mutual exchange of goods was 9-10 percent. In 1977, the 

volume of this trade--as compared to 1977 [as published]--rose 2.6 times, 

and reached approximately 8 billion rubles. The chief exporters of fruits, 

vegetables, and products derived from these produce were Bulgaria, Hungary 

and Romania (75-95 percent), and the chief exporter of fish and fish 
products was the Soviet Union (78 percent). Poultry products are exported 
by Bulgaria, Hungary and Poland (95 percent), and meat products by Hungary, 
Mongolia and Bulgaria (75 percent). The mutual exchange of food products by 

the CEMA states plays an important role in satisfying the import needs of 

the GDR, Poland, the Soviet Union and Czechoslovakia. The above-mentioned 

States import 95 percent of the products enumerated above from the other 

member states. 
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Even though the CEMA states are etill guided by the policy which demands 
that in the area of the most significant food products they should sattiatly 
their own needs through domeatic production, the mutual delivery of these 
food products=-in accordance with the long-range program of cooperation in 
agriculture and food-industry--plays an ever-increasing role in the rise 
ot their standard of living. 


The further etrengthening of our domestic agriculture and food industry is 
imperative because--as demonstrated by past experience--its role is 
decisively important in our efforts to increase the yield in cereals and 
anival husbandry, in the production of other basic agricultural produce, as 
in the intensification of agricultural production in the fraternal countries. 
At the same time, the task of bringing agricultural specialization of the 
individual CEMA countries into greater harmony with their climatic, soil and 
other related conditions remains a goal. This also holds true for the 
desire to direct the exportation of their products to international CEMA 
markets, and in conjunction with the further development of the price and 
credit mechanisms of this cooperation. 


The analysis of the developmental tendencies and prospects of the trade 
among the CEMA states indicates that the large-scale economic projects, 
undertaken in conjunction with long-range cooperation programs, will 
significantly enhance the growing effectiveness of the mutual economic 
relations of the member states. They will also increase the role of these 
rejations in the solution of the timely goals of the national economies of 
the socialist countries. 


9271 
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INTERNATIONAL AFFAIRS 


DEPUTY MINISTER INTERVIEWED ON CEMA TRADE SITUATION 
Budapest HETIL VILAGGAZDASAG in Hungarian No 19, 10 May 80 pp 4=5 


[interview with Janos Vas, deputy minister of foreign trade, place and date 
not specified] 


[Text] The expected reduction in the rate of economic 
growth of the CEMA states does not necessarily entail a 
significant decline in mutual foreign trade. It is 
impossible, however, to avoid a temporarily reduced 
rate, as exemplified by the present year. The view 
that trade with socialist countries is almost 
exclusively a state affair, is erroneous; there stil! 
are many unused resources hidden in enterprise 
activities, said Janos Vas, deputy minister of foreign 
trade. 


[Question] As we near the end of the five-ye.rc plan period, how would you 
characterize our total balance with the individual CEMA countries; it is 
we!i-known that, although the member states are striving for a balance in 
their foreign trade, balance surpluses and liabilities are not uncommon? 


|Anewer|) I can report that our trade with the CEMA countries is practically 
balanced today. There was a period in the early 1970's when there was a 
significant Hungarian surplus, that is, we sold more to certain countries thanwe 
bought from them. By 1976-1978, balance was established with several tens 

of millions of rubles between our annual exports to and imports from the 
individual countries, this signifies a surplus or ifability only in mathe- 
matical terms. In economic terms, our foreign trade is balanced. I want 

to emphasize, however, that this is demanded mutually by the partners. Also, 
the planning and implementation of trade agreements is carried out in pursuit 
of balance. 


[Question] The present economic plans of the socialist countries generally 
prescribe a reduction in the rate of economic growth, and the objectives 
for the next five-year plan period are similar. Will this not result in 
a narrowing of our export and import possibilities with the CEMA countries? 
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|Anawer| As Was mentioned in several earlier reports published in the HET! 
VILAGGAZDASAG [Weekly World Reonomy], all soclaliat countries are facing 
economic problema aimilar to ours, They were unable to entirely counteract 
the disadvantages of the world market by increasing production efficiency, 

So there were tensions in both domestic and foreign economic balance. To 
stabilize economic balance, our partners decreased .ccumulation and generally 
reduced their rate of economic growth in almost all branches of the economy, 
At the same time, they took stepa to decrease imports and to increase exports 
dynamically. 


| do not think, however, that the expected reduction in the rate of economi« 
growth will necessarily result in a significant decrease in foreign trade. 
The reduction is, however, temporarily unavoidable, as exemplified by the 
present year. It is my opinion that trade in machines determines the rate 
of growth in trade among the CEMA countries. Although the deliveries of 
other products, such as raw materials and farm products, are expected to 
increase, the rate of growth no doubt will depend on whether cooperation in 
machine production will compensate for the otherwise moderate growth. There 
already have been examples of this in developed industrial countries. The 
question now is whecher it will be possivle to increase machine deliveries 
between the socialist countries enough to compensate for reduction in other 
areas. 1 doubt that this will be entirely possible in the first few years. 
but after the transition period, it will depend only on us whether we can speed 
up. The increased mutual deliveries of so-called productive spare parts and 
partial units, necessary for the manufacture of finished machine products, 
can promote this process especially well. Measures in this regard already 
have been taken. 


[Question] The value of raw materials and energy has increased in the last 

5 years. Selling them is no problem; buying them, on the other hand, is not 
easy. How much of Hungary's demand for raw materials and energy can be met by 
the CEMA countries? 


{Answer} It already has become certain from the preliminary conferences that 
the raw materials and energy purchased up to now will continue to be available 
to us. Long-term agreements are expected to guarantee our imports of oil, 
timber, gas, coal, fuel-cake, artificial fertilizer, and other products from 
the socialist countries. Our imports of chemical materials, wood pulp, and 
electric power will increase. We must realize, however, that even maintaining 
the existing level of certain imports may be considered a significant achieve- 
ment, since the resources of the socialist countries also are limited. And 

if we were to be unable to purchase these products from the socialist 
countries, often at much lower than world market prices--products such as 

oil, for example, which costs us about half the world market price--then we 
would have to acquire them under more difficult conditions from the capitalist 
market. In exchange for our purchases of raw materials and energy, we 

deliver primarily agricultural and light industrial products: grains, meat, 
wine, and fruits on the one hand, and shoes, textiles and medicines on the 
other, but also machine products, including buses and electronic products. 
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\Question) The CEMA countries deliver several products to capitaliat 

markets which aleo are badly needed by their socialist partners, | am 
thinking primarily of raw materiale and energy fuels. Are the socialiat 
countries seeking to pursue the possibility of exchanging sowcalled essential 
goods between themselves? 


|Anewer| First of all, I would like to emphasize that it ise our important 
objective to make it possible for the CEMA countries to exchange among them- 
selves those products which they now sell from time to time on other markets, 
When, on the basie of given needs and possibilities, we sign our long-term 
trade agreements every 5 years, it is possible for use to agree on the 
deliveries of the great majority of products needed. But we may subsequently 
need more, or other, products which, although the socialist countries do 
export, have already been slated for import from capitalist countries where 
the prices and conditions are different. It is in our interest, however, 

to exchange these products mutually as well, even at capitalist world market 
prices and for convertible currencies. The advantages include geographic 
proximity and lower costes of transportation. The ministry supports such 
efforte by the enterprises. Of course, the proportion of goods delivered 

for convertible currency is insignificant in relation to the total CEMA 
trade, but it could be significant in certain products. 


[Queetion| There is much talk in Hungary today about lax discipline in 
transportation. How does thie affect our foreign trade? 


[Answer] This undesirable phenomenon is an even more sensitive matter in 
foreign trade than in domestic trade. Our experience is, however, that 

the Hungarian national economy and Hungarian industry are among the leaders 
regarding annual deliveries. On the other hand, we do have an acute malady, 
namely the volume of deliveries in the fourth quarter is many times that of 
deliveries in the first quarter. An enterprise's delay in delivery creates 
a chain reaction of delays. Therefore, the significance of punctual and 
regular deliveries has greatly increased. We must encourage our exporters 
not only to meet their total annual obligations but also to distribute these 
proportionately. Unfortunately, the penalty system within CEMA is fairly 
loose, and the enterprises often reckon with the possibilities of delay. In 
practice, then, this is not a suitable sanction. The main danger for the 
enterprise is the loss of a profitable and permanent market. But if our 
delays in deliveries were to jeopardize our foreign trade policy interests, 
then the possibilities of incentives and, of course, of sanctions also wil! 
have to be examined. 


Regarding last year specifically, discipline in deliveries improved somewhat. 
Not only was the major part of last year's targets fulfilled, but items carried 
over from 1978 aleo were taken care of. At the same time, it cannot be 

ignored that again there were delays in deliveries within the planned tota] 
output on both sides. Although these were less frequent than in 1978, they 
still created problems for the partners. Regarding delays of imports, I 
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must mention those of pine timber, fuel-cake, coke, salt, sulphur, caustic 
potash, cement, and various consumer goods, Sut | must give a few examples 
of our delays a8 well, Our delayed deliveries included various machine 
products and spare parts, and ready-made clothing and knitwear. Our trade 
policy is consistent with regard to delayed deliveries: mutual obligations 
must be met completely by beth parties, 


|\Question| Perhaps those enterprises which believe the authorities will tell 
them what they muet do to implement socialist exporte and imports want to have 
the longer end of the stick? 


|\Anewer| Indeed, we still find the view today that socialiat foreign trade 

ie almost exclusively a state matter, carried out only on the basis of 
governmental or, at least, ministerial decisions. But it is clear that 
enterprise activity still has many unused resources. Government measures only 
define ite framework, merely directing but not replacing, enterprise relations. 


[Question] Ae te well known, the basie for pricing in the joint trade of 
the socialist countries ia the world market price, from which the temporary 
boom fluctuations must be filtered out. Has an agreement been reached about 
determining CEMA prices for the next five-year plan period? 


|Anewer| The CEMA organs concerned already have discussed this question 

and have agreed not to make any changes in the - resent principles and 
methods of pricing. In practice this means that CEMA prices will continue 
to be flexible and to follow world market prices, since there are certain 
price changes every year. But because the basis of pricing will continue 

to be the 5-year average, price fluctuations resulting from boom cycles and 
speculation can be filtered out. Thus there will be no change in comparison 
with the previous S-year period. At the same time, it is true that there 
were some proposals to use other methods, but the organs concerned decided 
Lo stay with the present principles and methods. 


9414 
cso: 2500 
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INTERNATLONAL APFAIRS 


ROMAN LAN=CZECHOSLOVAK ECONOMIC COOPERATION DISCUSSED 
Bucharest SCINTEIA in Romanian 9 May 80 p 5 


[Article by lon Patan, deputy prime miniater of the government, chairman 
of the Romanian side in the Joint Romanian-Czechoslovak Governmental 
Commission on Economic and Technical-Scientific Collaboration: "Economic 
Collaboration, an Important Factor in Romanian-Czechoslovak Multilateral 
Friendly Relations") 


[Excerpts] In the fruitful Romanian-Czechoslovak collaboration, there has 
been a remarkable expansion and diversification of relations in the 
economic sphere; on the basis of the favorable premises created by the 
achievements of the Romanian economy, in which the process of growth 

and modernization ie in full swing and by the high level of development 

of the Czechoslovak economy, the material support for this collaboration 
is being consolidated year after year. Let us stress, first of all, the 
high rate of trade. Last year, Czechoslovakia occupied fourth place in 
Romanian trade with socialist countries and seventh place in all Romanian 
foreign economic relations. 


During the past two decades, the volume of trade increased 10 times and 

the provisions for the 1976-80 period represent an increase of 40 percent 
above the level attained in the preceding five-year plan. It is significant 
that these provisions were actually achieved at the end of 1979 which means 
that the initial program will be exceeded substantially. Each year, there 
has been an improvement of the qualitative indicators of the exchanges 

which finds expression in the fact that, at present, reciprocal deliveries 
of machines and equipment account for more than 50 percent of the volume 

of these exchanges. 


In this framework, Romania supplies Czechoslovakia with different types of 
machine tools, high and low tension apparatus, computer technology, 
petroleum equipment, machines for construction work, trucks and passenger 
cars, grain combines, bearings, etc. Czechoslovakia delivers to Romania 
different categories of machine tools and equipment, means of transporta- 
tion, including passenger cars, measurement and control devices and tools, 
etc. Reciprocal deliveries of iron and steel products, energy and fuel, 
and chemical products as well as consumer goods occupy an important place 
in this trade. 
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As a result of the extension of superior forma of collaboration, the products 
achieved through specialization and bilateral cooperation in production 

make up at least 20 percent of the volume of exchanges in the present five- 
year plan, Through cooperation and specialization, a wide range of products 
are manufactured in a number of enterprises in Romania and Crechos lovakia, 
products such ae different types of metallurgical equipment, motor axles 

for tractors, high productivity machine tools, including heavy vertical 
lathes, automated lines, cables, conductors, polyisoprenic rubber, druge-- 


items of the greatest importance for the Romanian and Czechoslovak national 
economies, 


Une can gay, with complete justification, that the expansion and diversifica- 
tion of economic cooperation and .ollaboration are making a valuable con- 
tribution to the progress of the two countries, to the implementation of 

the program drawn up by their Communist parties for the continued develop- 
ment of the forces of production and of the entire economy, The development 
of Romanian=-Czechoslovak collaboration and cooperation on multiple levels 
also makes a contribution to strengthening collaboration within CEMA in 

the implementation of the “complex program," in the interest of the 
acceleration of the progrese of the national economy of each member country 


and in the interest of bringing their levele of development closer together 
and equalizing them, 


On the occasion of the recent working meeting, in Prague, of the chairmen of 
the two sides of the joint Romanian-Czechoslovak Governmental Commission 
on economic and technical-scientific collaboration--an organism which plays 
an important role in the intensification of relations in the respective 
tield=--new measures were adopted for the continued expansion of collabora- 
tion. In this framework, special attention is being given to coordinating 
the plans for economic development for the 1981-1985 period and to conc] ud- 
ing, on the basis of the results of the respective projects, the future 
long-term trade agreement which will signal, undoubtedly, a new substantial 
increase in trade. Along with the extension of actions of cooperation and 
specialization which are currently underway, Romanian and Czechoslovak 
specialists are working to perfect similar actions, especially in the most 
important branches, including the electronics and electrical engineering 
industries, and in other domains of mutual interest. 


CSO: 2700 
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INTERNATIONAL AFFALKS 


1DR INDE®TEDNESS TO USSR OVER BNERCY COSTS SHEN RISING 
Stutteart OSTEUROPA WIRTSCHAFT in German Vol 25 No 1, Mar 60 pp 14-40 


(Article by Raimund Diets, Vienna Institute for International Boonomic 
Comparisons, Vi Austria: “Price Changes in Soviet Foreign Trade with 
the GDR 1956-1980") 


[Text] abstract 


Since 1975, unfavorable trends of terns of trade in the 
ODR's foreign trade with the USSR 

resulte from the fact that the GDR delivers mainly nanu- 
factured goods to the USSR and 

energy instead. Rapidly inore* ing indebtedness, which 
must continue to grow in the near future as the result of 
unavoidable price developments especially in the sphere of 
energy deliveries, will force the GDR to consider possi - 
bilities of material savings and of cutbacks in production 
and consumption. Decreasing rates of growth of national 
product and of industrial production may help reduce 
material inputs but will certainly also cause severe diffi - 
culties for the satisfaction of domestic demand and export 
necessities. 


*oreword 

This study will deal with the following questions: 

1. To what extent the foreign trade prices agreed upon by the two coun- 
tries follow the trends prescribed by the price formula established 
in Bucharest in 1958, and what are the possible causes of eventual 
deviations” 


2. tow has foreign trade between the two countries developed under the 
in“luence of price changes’ What are its future prospects’ 
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3. tow have the USSA's terma of trade vie-aevie the GON developed, and how 
great are the burdens being placed on the GDK in the wake of increases 
in prices for raw materiale in trade within CEMA’ 


The price changes in Soviet foreian trade were calculated according to the 
so~alled unite-value method using official data from Soviet foreign trade 
atatiatios which report volumes and values. The price indexes for the 
years between 1955 and 1970 are taken from B.A. Hewett; those for 1970- 
1976 are our own calculations, It proved impossible to caloulate price 
changes beyond 1976 ainoce the Soviet Foreign Trade Ministry began in 1977 
to reduce substantially the number of published positions containing data 
on both value and volume. Thus, for 1977 and subsequent years, we have to 
rely on estimates based on information regarding the development of world 
market prices. A forecast covering the period through 1980 is based on 
these estimates. 


This article relates to a study on “Price Changes in Soviet Foreign Trade 
with CEMA and the Hest of the World Since 1975," which has been published 
as a research report of the Vienna institute for International Comparisons 
(Research feport No 55); for the eaxe of brevity, hereinafter the report 
will be referred to as Study 1. The substantive connection with Study 1 
ie establiahed since it contains the following information: 


A detalled presentation (Study 1, Section 6) of the methods used to calcu- 
late changes in foreign trade prices (so-called unit-value method); 


Somparative data on price changes in Soviet foreign trade with the other 
CEYA countries for 1975 to 1977; ani 


A complete description of the pricing mechanism used in trade within CEMA 
for 1975 ani subsequent years, taking Soviet petroleum exports as an 
exanple. 


1. Survey of the Development of Trade Between the JSSA and the JDK 


The economic leaders of the [DR sought to compensate for the break in 
traditional (predominantly inner-jerman) trade relations resulting from 
the partitioning of Germany partly by building up the GDR's own heavy in- 
dustry and partly by depending on the USSR for economic support. in any 
event, exchange relationships between the USSR and the GDR surged in the 
firet two decades after the end of the war’ (Tables 1-X and i-4). The 
USSF 's share of the GDA's foreign trade turnover increased steadily, 
reaching ite highest level -- nearly 50 percent -- in 1963. Meanwhile, 
the [Dk accounted for 1) percent of Soviet foreign trade at that time. 


* A shorter version in Byglish is available (signed to prese 31 March 
1979)+ Joint Beonomic Committee, Congress of the United States of 
America (ed), “Soviet Zconomy in a Time of Change,” Vol I, 1979, 
pp 263-290; reprinted in the Reprint Series of the Vienna Institute for 
international Economic Comparisons, No 44, 
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ne one-sided orientation of trade relations with the soviet Union until 
1963 corresponded with an extremely one-aided political dependence upon 
the USSR in the world, The year 1963 saw a change in trend, the causes of 
which were political ani economic, The measures that sealed off the coun- 
try in 1961 brought to a close the period of political insecurity for the 
JDR regime, the result being ite consolidation in terms of foreign policy. 
The economic reforms instituted in 1963 -- which the GUA leadership be- 
lieved represented a model worthy of emulation by the other Last Luropean 
countries -- revealed a new self-confidence which was reflected in a great- 
er flexibility in the foreign policy sector. From 1963 on, both countries 
exhibited steadily declining shares in each other's markets, This process 
lasted until 1974, at which time the GDR was doing only a little more than 
}0 percent of ite foreign trade with the USS. To be sure, the GUN was 
atill the Soviet Union's largest foreign trade partner, with an 11-percent 
share. 


The reciprocal shares of the two countries’ trade have been rising again 
since 1975, but this is only because of price increases in internal CAMA 
trade, the scope of which will be discussed in depth further on in the 
article. RHelatively speaking, the GDR has also lost its position o the 
other Hast Buropean countries: Though it was by far the USSH's strongest 
CEMA partner in the 1960's, today it is followed closely by Poland and 
Sulearia (foreign trade turnover in 1975 in millions of rubles: GDR, 
7,693.2) Poland, 7,009.6; Bulgaria, 6,131.8). 


Characteristic of the relationship between the JDK and the USSH is first 
of all the different degrees of mutual depemience: The volume of IDR 
products on the et market is only about one-tenth the volume of Soviet 
«00. in the GDR.* in the second place, the commodity structure is marked 
by a high degree of complementarity: The GDR exports mainly finished goods 
to the USSR, while Soviet exports consist in large measure of raw nateri- 
als ami semi-finished products. 





In 197", the year before the major price increases, 55 percent of Gun de- 
liveries were finished goods. The remainder consisted of products of the 
chemical industry (4 percent), negligible amounts of building materials@ 
and raw materials of ay origin’ and other products (1974: 10 per- 
cent), possibly military goods If the unspecified products are aided to 
the large group of nee oe goods, this category constitutes about 95 per- 
cent of the GDR's exports. 


Sy contrast, raw materials and semi-finished products accounted for 60 per- 
cent of Soviet deliveries in 1975, while 5 percent were products of agri - 
cultural origin (for food and other purposes). Deliveries of machine- and 
installation-construction goods made up 20 percent of Soviet exports. &x- 
ports of products of the food industry and industrial consumer goods were 
negligible. Noteworthy in this regard is the high percentage of means of 
production in Soviet deliveries to the GDR, but it is not possible to de- 
termine a precise share in relation to consumer goods, 
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the exportea of underdeveloped countries are usually heavy on raw materials. 
dere one to deduce the development level of the Soviet economy from the 
USSR's export structure, one would have to conclude that the technological 
aap in relation to the GDN's economy is iamense and that the GDR is clearly 
the giver when it comes to the transfer of technology, if thie ia true at 
all, it certainly does not apply to the extent suggested by the difference 
between the two export structures. With reference to the raw materials and 
fuels sector, the USSK holds for the GDR and for all Hast buropean coun- 
tries more or lese the position which the developing countries occupy in 
supplying the West Buropean industrial countries. The JDK, with meager 
natural resources of its own, satisfies much of ite demand for raw materi - 
ale from Soviet sources (Table 1). Machinery can consequently account for 
only a limited percentage of importe. 


While ‘DR exports have always been unbalanced on the side of manufactured 
goods, the following structural shifts show up in deliveries by the 
USSR**®: As a result of unfavorable developments in Soviet agriculture, 
there was an absolute decline (and therefore a very sharp drop in terns of 
percentates) in agricultural exports to the GDR in the years between 1961 
anit 1974, In the area of foodstuffs and the raw materials needed to pro- 
duce them, the Soviet Union became a net importer vis-a-vis astern furope 
(the Soviet Union had formerly been an important supplier); in relation to 
the GDR, however, the USSR continued to be a net exporter since it pur- 
chased no foodstuffs from that country. At the same time during the 
1960's, prices were declining for commodity group 2 (fuels, ores, metals) 
(Table 2-X), a group that is defined very broadly under the Soviet systen, 
Soviet machinery deliveries moved into this vacuum. They had to increase 
by more than 20 percent annually in order to keep pace with the overall 
mrowth of SDR exports: Their share amounted to only 4 percent in 1960 and 
had risen to 23 percent by 1974, Conversely, GDR »achinery deliveries -- 
whose growth largely determined the development of overall exports (62 per- 
cent in 1974) -- rose by an average of only 7 p:rcent. 


The difference between the two growth rates is first of all an expression 
of a catch-up process contingent upon development. sowever, the percentace 
of machinery was able to and had to increase during this period because 
the other goods categories were losing ground. The situation has changed 
completely since the substantial price increases in internal CEMA trade in 
1975. Today there is an upper limit on the proportion of machinery in 
Soviet deliveries because the inflated and inflationary imports of raw 
materials by the SDR leave little room. Bven if Soviet machinery and in- 
stallations were technically much more attractive to the GDR, there would 
be virtually no more room for their import -- in addition to the vital raw 
materials purchases -- than the 2}-percent share reached in 1974, 


31 





2. Price Trends in Soviet Trade with the GDN 
2.1 The 1956-1970 Period 


Since a number of monographs have been written on the pricing mechanisn 
used in trade within CeMA, we may limit ourselves to only tne briefest of 
treatments. 


After there had been no positive response within CEMA to proposals that it 
find ite own price base corresponding to the conditions of supply and de- 
mani within the CEVA area, price regulations were passed at the Ninth 
Couneil Session in Sucharest (1958). These regulations did indeed keep to 
the principle already acknowledged up to that point -- that world market 
prices should ultimately determine the way prices go inside CMA -- but 
they epecified more precisely than before the modalities to be used in 
carrying world market prices over to CEMA, 


If pricing within CEMA was governed largely by arbitrary interventions un- 
til 195", even today it cannot be said that prices are determined strictly 
according to the rules laid down in Bucharest. ‘This is because the nature 
of the Sucharest arrangement is binding only insofar as each partner may 
appeal to it and demand that it be applied; prices are still set bilateral - 
ly and are left up to the respective partners. ‘he results of negotiations 
very often deviate from the price that would have to be set according to 
the formula agreed upon in Bucharest. The greatest difficulty lies in doc- 
umenting the prices on those world markets which are defined as primary 
commodity markets; in other words, there are difficulties particularly with 
regard to high-erade industrial products. 


Under the 3ucharest principles, world market prices are not to be carrie 
over directly but are to be adjusted for “speculative factors ani market 
influences.” According to official statements, the world market prices 
are to be adjusted in such a way that those for a specific base year, or 
a fixed base period, serve as guidelines for the particular contractual 
prices. "or instance, 1957 prices served as a guide for the 1956-1965 
period, those for the 1966-1970 period determined prices for the 1960-1964 
period, and those for 1971 through 1975 set prices for the years between 
1965 and 1969. 


It 1s therefore no wonder that Soviet foreign trade prices changed the 
most in the years in which the CEMA countries were fixing their prices in 
line with a new price base. According to E.A. Hewett, for example, Soviet 
export prices for fuels and metals (ETN 2) and for agricultural raw aater- 
false (ETN 7) thus declined between 1964 and 1965 by © percent and 11 per- 
cent, respectively. 


To be sure, Hewett's data also show a number of price changes in internal 
CEMA trade which do not conform to the world merket prices as ad justed 
under the Sucharest pricing formula. For inst nce, after Soviet raw 
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materials prices for foodstuffs had dropped in 1965, they rose again in 
1967 above the level of 1964 prices. This price revision probably has more 
to do with the USSR's harvest problem than with the Bucharest formula. A 
further example: Toward the end of the 1960's <= or in a period within 
which prices were supposed to remain constant -- a higher value was placed 
on machinery and inetallations from the CSSR and the GDR, Prices for Sov- 
Let machinery deliveries showed no noticeable upward trend, 


Sharply condensed, Hewett's analysis on price changes in Soviet foreign 
trade with the CEMA countries can be summed up as follows: The price re- 
vieion carried out in 1957, or prior to the Bucharest meeting, led to a 
certain worsening of Soviet terms of trade vis-a-vis the Hast Suropean 
countries (with the exception of Hungary and Romania), In trade with the 
WR, the terms fell by a good 6 percent, and again in 1958 by about 5 per- 
cent (Table 2), 


Soviet export and import prices remained unchanged on the whole during the 
period between 1959 and 1964, The main price changes were for new prod- 
ucts, or chiefly machinery. These changes favored primarily the exporters 
of machinery -- in other words, Hastern Hurope over the USSR. A conspicu- 
ous fact is that the price increases passed Soviet machinery by, thus of 
course burdening the USSR's terms of trade. These terns of trade fell by 
nearly 11 percent vis-a-vie the GDR in the years between 1959-1964, 


More extensive price revisions came with the transition to the next plan 
period, or the years 1965 aud 1966 (1966 and 1967 for Hungary and Bulgar- 
ia). In these 2 years, Soviet terns of trade in relation to astern Burope 
worsened by about 10 percent: Soviet export prices dropped by 10 percent, 
while import prices did not change. 


Soviet terms of trade also showed a declining trend in the subsequent 
1967-1970 period for which prices were supposed to remain constant. The 
reason for the drop this time was rising import prices, especially for 
finished goods. Also in this period, according to Hewett's calculations, 
the sharpest drop in Soviet terms of trade came in trade with the GDR. 
The SDR was able to put through see price increases for its mach- 
inery and industrial consumer goods. 


Thus, viewed over the entire 1956-1970 period, Soviet export prices in 
trade with the GDR lagged significantly behind import prices (Tables 2, 
2-X, 2-M, 2-T /sic/). ‘The decline in Soviet terms of trade is composed of 
two elements: First of all, because of the Bucharest formula the trend on 
world markets was reflected in the foreign trade prices of both countries. 
Onee the Korean crisis was over, raw materials had grown less expensive in 
comparison with manufactured goods. This reduction had a particularly 
strong effect because of the complementarity of economic relations in 
trade between the two countries. 
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Jecondly, while prices for Soviet machinery were falling until 1970, the 
UR was able to effect price increases for ite machinery and inetalla- 
tiona, so the Soviet terma of trade for this commodity «group worsened by a 
total of 41 percent between 1956 and 1970, Moreover, the USSR aleo ex- 
perienced a decline in ite terns of trade vis-a-vis most of the other 
fast Huropean countries, though not to that extent. 


Only the first element of the Soviet terms-of-trade losses -- the relative 
reduction in raw materials prices in comparison with manufactured gooda -- 
can be traced to the Sucharest formula. We can only state some conjectures 
concerning the drop in Soviet terms of trade beyond the level to be ex- 
pected under the formula: 


The drop in the USSR's terms of trade in the machinery sector might be 
attributable to a gradual reduction, beginning in the mid-1950's, of the 
inequitable foreign trade prices that until that time had frequently been 
dictated by the Soviet Union. <hrushchev admitted to abuses of this kind 
at the ?0th CPSU Party Congress, It is possible that these adjustments 
were particularly pronounced with respect to the GDR as a formerly occu- 
pied country; 


Yoreover -- and this argument refers specifically to the GDK -- that coun- 
try occupied a very strong position within CEMA as a supplier of machinery 
in the 1950's and 1960's, In 1963, 29 percent of all Soviet imports of 
machinery came from the wr.? It is possible that the GDR gained certain 
price advantages by virtue of this strong position. The circumstance that 
Soviet machinery exports were growing in real terms approximately 4 times 
as fast as reciprocal deliveries might also have influenced the develop- 
ment of prices to the disadvantage of the Soviet Union; 


But it seems to me that the key to an understanding of price developments 
is more likely to be found in the mechanism used to set prices in internal 
CEMA trade. This mechanism alone explains why only with raw materials and 
not with finished goods did the price trend follow the world market prices 
that had been adjusted under the price formula. ihe sucharest pricing 
principle is a substitute for the countries’ own nonexistent pricing 

forms. its proposed task is to objectivize to a certain extent the setting 
of prices in trade among CEMA countries by reference to the development of 
world market prices. Nevertheless, any transference of world market 
prices, no matter how they may be modified, is possible only with relative- 
ly homogeneous economic goods such as raw materials and semi-finished prod- 
ucts. It is relatively easy for the purchaser to document their prices 

and keep from being cheated. The Hast Buropean countries were able to do 
this all the more easily vis-a-vis the powerful USSR because its political 
preponderance compels it to guard against acquiring the reputation of seek- 
ing unilateral advantages for itself. In fact, as Hewitt demonstrated for 
the 1956-1970 period, the development of raw materials prices followed the 
world market tremis (modified by the formula), This was not so, however, 
in the manufactured goods sector. Since it is well-nigh impossible to 
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document reliable world market prices for manufactured goods, it became 

the practice to employ a solution that deviates from the Bucharest agree- 
ments: Thus, it is usually the domestic prices of the exporting countries 
rather than the world market prices that constitute the base point for the 
bilateral price negotiations normally conducted centrally by the minis- 
tries. Domestic prices frequently coviate from the foreign prices by as 
much as 100 percent, As S. Ausch writes, © differences from world market 
prices that are encountered in the course of negotiations influence at 

most the direction, but not the scope, of the price adjustments. Since 
domestic prices generally are considerably higher than those on the world 
market, this practice has led to a considerable overvaluation of finished 
goods in internal CEMA trade, even though the bulk of finished goods are 
considered soft within CEMA while raw materials are considered hard be- 
Cause they can be sold at any time in the West. Consequently, while the 
raw materials’ price structure has been leading to steady terms-of-trade 
losses for the USSR because of the relative reduction in price of these 
materials on world markets in accordance with the Bucharest rule, the 
smaller Nast suropean countries have on the other hand gained certain price 
ahventages from the “violation” of the Bucharest rule in the finished goods 
sector} 


Last but not least, the Hewett indexes (and my own starting with the year 
1970) are encumbered by some uncertainties. The reason is that the data 
published in Soviet foreign trade statistics permit only very rough esti- 
mates of the actual development of prices -- results can be no better than 
the material used to derive them.!2 The price indexes do, however, 
correctly reflect the trend and the proportions. There are several criter- 
ia for this: (1) the official Soviet indexes on the development of for- 
eign trade volumes with the CEMA countries, from which the corresponding 
price changes can be deduced; (2) the calculations of price indexes for 
trade with various Mast European countries, thus permitting cross-compari- 
sons; (3) certain information on manipulation of the price formula in 
connection with the development of world market prices. 


2.2 The 1971-1974 Period 


in complete conformity with the price formula issued in Bucharest in 1958, 
foreign trade prices between the two countries changed only slightly in 
the 1971-1974 period -- whereas world market prices for this period had 
quadrupled for fuels, with a 53-percent increase in food prices and a 37- 
percent increase in prices for manufactured goods, 13 


Thus, even though prices on the international markets showed movement on 

a broad front, they remained relatively stable in Soviet foreign trade with 
the GDR. Hence, the Bucharest pricing principle held up against the on- 
slaught of inflationary processes on the world markets up to 1974, 


Despite the shift in price relationships in favor of raw materials that had 
begun as early as the beginning of the 1970's, the trend of the second half 
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of the 1960's evidently prevailed in the development of terme of trade be- 
tween the two countries: The GDR was able to put through price increases 
averacing 2.4 percent for ite assortment of mainly manufactured gocde be~ 
tween 1971 and 1974, Prices for GDR machinery again rose faster than those 
for Soviet reciprocal deliveries, On the other hand, the much nore easily 
documented raw materiale prices remained constant, with two exceptions: 
Prices for hard coal and hard coal coke were increased by 11 percent and 

17? percent, respectively, in 1972, In 1974 the price of Soviet petroleum 
rose by 32 percent. These individual measures caused the prices of Soviet 
enerzy deliveries to rise by 6.4 percent in 1972 and 23.1 percent in 1974, 


Tne 1994 petroleum price increase is incomprehensible if it is not placed 
in relation to the price increases that occurred in the following year. 
ne Soviet Union doubled the price for ita petroleum exports to the other 
CEMA countries in 1975, Only a SO=percent increase was demanded of the 
iDR, thus enabling it to defray the price rise in two phases. *oreover, 
the price the (DR had to pay was still the lowest within Comal (fables 
3-X, 3-" and 3-T), 


While the USSR's exporte to the GDR declined in absolute terme in 1971 and 
1°72 (at current prices), ite imports rose by 11 percent and 1° percent. 
Major joint investment projecte were beginning in the Soviet Union at that 
time. The ratio of growth rates reversed in the 2 succeeding years: Sov- 
tet exports rose by an average of 14 percent, while imports increased by 
only a scant 3 percent, 


The especially vigorous growth of Soviet exports to the GDA in 1974 is 
attributable mainly to the start of natural cas deliveries in the amount of 
2.9 billion cubie meters. Aside from this one-time increase, energy de- 
liveries rose at a fairly even rate. 


The ups and downs in the growth of Soviet exports can be traced to sharp 
fluctuations in the machinery sector and erratic declines in deliveries of 
agricultural products. While machinery deliveries dropped off by 9 per- 
cent in 1972 compared to the previous year, for example, they climbed by 
more than 4O percent the next year. Thanks to above-average harvest re- 
sults in the GDR, it was possible to compensate for the loss of Soviet 
acric.) ural exports resulting from crop failures, 


As we have already seen, Soviet imports from the GDR stagnated in 1973 and 
1/74 (average annual nominal growth, 2.5 percent; real growth, -0.1 per- 
cent). Growth of Soviet imports declined in all sectors. M*achinery deliv- 
eries by the ODR rose by 24 percent in 1972 but declined by 7 percent in 
1973 and 2 percent in 1974, The change is especially marked in the con- 
sumer goods industry sector. While GDR deliveries were still growing by 

}l percent in 1971, they fell by a total of 17 percent in 1973 and 1974, 
Tais development conforms to the economic policy program of the Eighth sup 
Party Congress which ushered in a more consumer-oriernted policy: importe 
of consumer goods were stimulated while exports were slowed. 
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2.3 Development of Foreign Trade Prices Since Eatablishment of tne Sliding 
Price Formula in 1975 (Moscow Price formula) 


Colneiding with the introduction of the sliding price formula in trade with 
the CBMA countries in 1975 were sharp price increases, The prices were 
raised in 1975 to a level unprecedented in the history of CBMA. Prices 

for Soviet exporte to kastern Burope by 39 percent in that year; ia- 
port prices inempgees by 26 percent, ! The GDR was hit especially hard by 
these increases, While the structure of Soviet exports to the GUN does 
not deviate significantly from the delivery structure for the other bast 
muropean countries, importe from the GDR are concentrated almost exclusive- 
ly on finished producta «= a deviation from the general pattern. The con- 
sequence waa that prices of Soviet exports to the GDR rose just about as 
anarply (41 percent) as with other wast Buropean countries,!? while prices 
on importe from the GDR remained substantially lower (with an inorease of 
only 22 percent) than the average for Bastern Burope (26-percent increase). 


In tne case of Soviet exports, pricee were increased sharply on all raw 
materials and semi-finished products. The firet to be mentioned are fuel 
prices: While prices for crude ol] had already been raised by 30 percent 
in 1974, they went up again by 50 percent in 1975. The GDR had to pay 
119 percent more than in the preceding year for hard coal and 92 percent 
more for anthracite, both of which make up far larger proportions of the 
R's fuels than ie the case with the other CEMA countries. The price of 
coke rose by 50 percent, but that for natural gas was not increased in 
1975. Average prices for ores and metals rose just as sharply as for 
fuels. The USSR added 41 percent to the previous year's price for crude 
ore, and the ruble price for bar steel and structural alloy steel in- 
creased by 31 percent and 52 percent, respectively. Only slightly lower 
were the price increases on goods of agricultural origin. Prices rose by 
an average of 54 percent for viscose fibers, cardboard, cotton and the 
like -- or raw materials and semi-finished products of agricultural origin 
that are not used for nutritional purposes. Price increases on foodstuffs 
and raw materials vsed to produce them were somewhat lower, “‘oderate in- 
creases were were cecorded in prices for Soviet machinery (9 percent) and 
industrial consumer goods (6 percent). In these two sectors, which account 
for about 80 percent of JDK deliveries to the USSR, the GUR's export 
prices again rose more rapidly than did import prices, thus enabling GDR 
foreign trade to avoid an even sharper drop in the terns of trade. 


The extreme asymmetry of foreign trade relations between the USSA and the 
OR prevents a thorough comparison of price increases for exports and in- 
ports in the individual commodity groups, since transactions involving 
Soviet imports from the GDR affect only three commodity groups that are 
worth mentioning: machinery and equipment; products of the chemical in- 
dustry; manufactured goods. Sy contrast, all commodity groups are in- 
volved in Soviet exports, 





‘ne saln reason that the GOK had to accept the largest terms -of «trade 
losses if sastern europe le probably that it exports no foodstuffs or 
agricultural products for other uses (commodity groups 5,7 amd ©) to the 
SSH but does import Soviet agricultural products. cnlike the otner east 
european countries, the DA was therefore unable to participate in the 
aericultural price increases which CEMA also put through in line with 
trends on the world markets, On the contrary: As @ result of harvest 
failures, the SOR was forced in 1975 to laport 16 alllion tons of grain 
from North America; the prices it had to pay exceeded the previous year's 
level by 61 percent. hese price increases were passed on to the GDF in 
fulli The price of wheat rose oy 66 percent in 1975, with prices for sun- 
flower seeds going up by as much as 91 percent. Thus, deviating from the 
otherwise dampening effect of the price formula, agricultural prices in- 
creased disproportionately. Veliveries declined sharply at the same time: 
Soviet statistics for 197° report only a neager balance in this commodity 
eTOUD. 


“he year 1976 falls outeide the price adjustment process even thourh the 
formula of tne sliding 5-year average was applied for the first time that 
year: ‘or, with reference to the 3-year average for world market prices 
covering 1972-1974, in 1975 the tremendous disparity between prices in 
internal CEYA trade and current market prices had been reduced by almost 
half, Consequently, there were only weak impulses for the further price 
adjustments of 1976 <= in accordance with the S-year price formula, 1971 
was added as a “cheap” reference year and 1975 as a “costly” year, soviet 
export prices climbed by 7 percent and import prices by a scant 2 percent, 
with the result being a further worsening in the terms of trade amounting 
to 5.5 percent. 


Prices for Soviet fuels rose by 17.5 percent (average for sastern curope, 
19.3 percent). Noteworthy ie that export prices for Soviet machinery rose 
more rapidly than did import prices that year. ‘hus, in contrast to 1975, 
the S-percent gain in Soviet terms of trade was not solely the result of 
ad justine raw materials prices to the international level; it also derived 
from a healthy price increase for machinery. 


¥e are unable to provide sufficient information on the development of 
prices in 1977 and 197° because Soviet statistics substantially reduced 
the number of positions published with data on both value and volume, 


Data on volume are lacking mainly for homoreneous bulk goods such as petro- 
leum, coal, gas, crude ore, wheat and so forth. in other words, informa- 
tion was cut back for the very commodity groups in which sharp price in- 
creases must have occurred in 1977 and 197° as well. This could be an 
indication that the official statistice might have been concerned with 
concealing the scope of price increases. DF statistics that record ir- 
porte of Soviet crude oil, for example -- the USSR publishes figures on 
orwe o11 and crude ofl] products -- serve to fill in only an infinitesinal- 
ly omall part of the gap. These scattered items of information do not help. 








ut another reason for the secrecy may be to obstruct the view of the 
deatern countries with regard to the CAMA integration processes that are 
presently concentrating on the energy sector, for example, au pression of 
data on the volume of fuel deliveries has sade it virtually impossible to 
<eep track of the effecte of the impending short energy supply in CEMA on 
Soviet deliveries to the emaller Bast Buropean countries, 


eine the pequieite caution, one oan arrive at an idea of the increase in 
volume in trade between the two countries on the basie of the discussed 
development of prices. Since Soviet export prices lagged behind iaport 
prices for the 1956-1970 period, given an increase in inporte from the ui 
averacing 7 percent, exports had to grow each year by an average of 11 per- 
cent in order to achieve an interim balance of trade, Thies trend contin- 
vel in a less pronounced form in the years between 1971 and 1974, 


the turn of the year from 1974 to 1975 represents a turning point in the 
bilateral economic relations of the two countries. Up to that point, ob 
deliveries could be considered pacesetters for the development of bilater- 
a. relations, a8 shown by the relationship between the growth rates for 
exporte and imports in the 1956-1976 period, The declining terms of trade, 
as well as decreased agricultural exports, were forcing the USSR to step 
up ite deliveries substantially in the machinery and raw materials sec- 
tore. The situation has been reversed since 1975, for the terms of trade 
have ehifted in favor of the USSR to an extent that the creeping but steady 
worsening of the USSR's terme of trade in the 1960's has presumably been 
conpensated for in the meantime. Thus, the rate of inorease in the volume 
of Soviet exports continues to be lower than that for imports. While the 
latter increased in all sectors (except for building materials) in 1975 and 
1v76, Soviet agricultural exporte and food inporte showed sharp declines 

in beth of these years. Also noteworthy ie the reluctance of the GDR in 
1976 to import Soviet ores and metals, plus products of the chemical indus- 
try. in any event, from the standpoint of the goods structure the price 
shifte in Soviet trade with the GDR have led to an even greater complemen- 
tarity of the already pronounced complementary relationship in Soviet for- 
eign trade with the GDR. Soviet exports are concentrating even nore 
narrowly on raw materials, mainly fuele. The fuels component rose fros 
13,3 pereent in 1974 to 32 percent in 1975 -- chiefly as a result of the 
price increase. The proportion of sachine deliveries dropped once again 

to less than 20 percent. Apart from the last commodity group in the Soviet 
classification -- the composition of which is unknown -- only raw aaterials 
of agricultural origin destined for non-nutritional uses remain to be aen- 
tioned (an 8,0-percent share), 


Also to be noted on the import side is a continuing trend toward concen- 
tration on certain commodity groups. The machinery component rose frosm 

62 percent in 1974 to nearly 70 percent in 1975. The other commodity 
croups declined proportionately. Indugtrial consumer goods accounted for 
less than 15 percent of Soviet imports from the UDR, and chemical products 
less than 5 percent. 


39 








Sinee additional sharp price increases can be expected in the raw natertals 
sector in the very near future, thie extreme complementarity of forelen 
trade structures exposes the JDK to the danger of a further worsening of 
terms of trade in ite dealings with the USS", 


2.4 Change in Soviet Terms of Trade Up to 1950 «= A Forecast 


if we are to calculate the price changes that occurred in Soviet forelan 
trade in 1977 and 1978, we must depend upon estimates that are based on 
other sources and other methods. To be sure, the aivantage of the follow- 
ing exercisee le that it also permite a forecast, 


We have already seen that Soviet foreign trade prices do not follow tne 
precise pattern prescribed by the price formula as applied to world market 
prices. There can be several reasons for this. As has already been noted, 
the deviations may be caused by the virtual impossibility of documenting 
world market prices for some commodity groups. And finally, deviations 
from the price model can occur especially for the goods that are exchanged 
within CEMA under the terme of medium- and longer-range production special - 
jwation agreements. it has become known that the USSR suggests to ite 
partners that they generally accept Soviet wholesale prices as a pricing 
basis for goods that come under these agreenents. ‘oreover, as we have al- 
ready mentioned, the price calculated according to the price formula is 
nerely a basis for negotiation and is not binding upon the partners. 


Jospite these and other aforementioned causes that may be responsible for 
a price bias, we may nevertheless assume that price changes in Soviet for- 
el\en trade on the whole are following the line established by the world 
market trend, first of all because the inflationary developments have been 
taking place predominantly in the raw materials sector in which world mar- 
xet prices are relatively easy to document reliably. in the second place, 
the course of price reforms in the CEMA countries themselves makes a case 
for assuming a closer connection between world market and internal CEMA 
prices than was true in the 1960's. The reform measures instituted in the 
1960's were concentrated on establishing price relationsnips that corres- 
ponded to national economic cost structures, while the international pric- 
ing connection aoved into the foreground of price policy considerations 
once trade between Bast and West started to expand -- but at the very 
latest in the fall of 1973, at the time of the OPEC resolutions. ‘his 
temiency of course applies in different degrees to the individual CEMA 
countries, and least of all to the USSR, which is scarcely affected by 
events in the international price arena because of ite minimal interie- 
pendence with the world economy. However, since Soviet exports consist in 
large measure of raw materials -- with the USSR profiting from increases in 
tneir price -- international market prices adjusted according to the 
formula are lixely to prevail, especially in USSF trade with ite Sast Bur- 
opean neighbors. 
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for these reasons, we have ventured an estimate of the 19/7 and 1975 price 
changes that can no longer be calculated from the individual categories of 
voviet statistics and a forecast of price changes that alight ocour by 1980 
accoriing to the price model (Table 3). We based our calculations on UN 
data on the development of world market prices, dbroxen down into 61x com- 
modity groupes, Taxing into account the laportance assigned to these 
groupe for Soviet exporte to and laporte from the WH, we obtain two rows 
of hypothetical price indexes (columns 2 and 3), ‘They show the price 
chances for Soviet exporte and importe that would occur in the event that 
world market prices were to take direct effect in trade between the Loli 
awd the WH. Since Soviet exporte are heavy on raw materials, while \ia- 
porte consist almost exclusively of manufactured goods, the growth rates 
of the export prices calculated in thie way far exceed those of the import 
prices (of columns 1,2 and 3). Columns 5 and 6 are obtained by adjusting 
these prices according to the ruble/dollar rate. As we know, the price 
Om ..4 provides for a delay in carrying world market prices over to in- 
ternal COBMA trade. Thus, if we apply the sliding price formula to these 
two rows of indexes, we obtain the indexes of export and import prices as 
they would have developed <= or will continue to develop <= in Soviet trade 
with the IDR according to the price scdel (columns 7? and 5). The terus- 
of-trade index is obtained by dividing the export price index by the import 
price index (column 9), 


in columns 10 and 11 the reader finds the unit-value indexes which we com- 
puted directly from Soviet foreign trade statistics ani which can be com- 
pared to the “model indexes” for the years from 1975 to 1977. Sut it 
appears that the “nodel indexes” for Soviet export and import prices some- 
what exceed the “empirical” indexes. According to the price formula, 
Joviet export prices would have to have climbed by a total of 64% percent 

in the 1975-1976 period -- value and volume data taken from Soviet statis- 
tics revealed a price increase of 51 percent. the difference is similar 
with import prices (36 percent compared to 24 percent). The reason for 
tnis deviation may be that bilateral dealings are tasing the form of barter 
transactions, with the consequence that if one partner refrains from apply- 
ing the full price increases possible under the formula, the other side 

may reciprocate. A procedure such as this would also be in the interest of 
the JSS", which -- as a creditor of the WR -- is concerned about the 
transfer ruble'’s loss of purchasing power. Of course it is also possible 
tnat the CEMA countries are going by other prige indexes in their negotia- 
tions -- the import price index, for example.! 


f this assesenent gives a correct picture of the future trend as well, the 
358's terme of trade with the GDR will have iaproved by a total of 46 per- 
cent by 1990. This means that the growth rate of GDR exports would have to 
surpass that of imports from the GDR by 46 percent for the 1975-1980 period 
if the trade balance of the two countries were to be evened up by 1970, 
Sonsequently, the improvement of Soviet terms of trade defines a potential 
burden for the GDR economy. This potential burden will become a real one 





to the extent that the (DR steps up ite export efforts in order to counter 
the forelen trade indebtedness caused by the ahift in prices, 


}. Price Chances and Surden on GDN woonony 


Aven certain preconditions, we can roughly estimate the burdens that will 
be placed on the “DR in the course of the price shifts, Nelying on exist- 
ing data and estinates, we assume the following: 


The (9568's terme~of-trade gain vie-a-vis the UDR will amount to a total of 
4 percent in the 6 years between 1975 and 19°0 (or an average of 6,5 per- 
cent per year); 


‘DR inporte from the USSR will increase by 2 percent per year in real 
terns; 


In 1976 the ODP exported (and in ) approximately 10 percent of ite 
national income to the (from the) USSR (inoidentally, the trade balance be- 
tween the two countries was almost even at that time). 


if we furtner assume the simple fact that exports and imports and the terms 
of trade chance at a constant rate over a period of time, the potential 
burtien can be calculated according to the following formula: 





(qap)® - 1) q® -1 
mel q-i 


© Ot + 135.78 + 1,665 © M 22,61 billion, 2° 
Y, * the GDR national income in 1974 ( © ™ 135.78 billion) 
q * 1,02 erowth factor of GDR imports from USSR 


p = W 1.4 © 1,065 averaze annual rate of change in Soviet terms-of- 
trade gain 


Just to give some idea of the scope or magnitude of the potential burden: 
The sum of ¥ 22.6 billion is about one-eixth of the increase in national 
income that can be expected in the years from 1975 to 1980, and it corres- 
ponds to 90 percent of the amount spent by OUR industry on gross invest- 
mente in 197°, 


In the past, the “DR has reacted to these foreign trade burdens imposed by 
ite most important partner not by accelerating its exports but by cutting 
back on its imports: its volume of imports from the USSR grew by 3.7 per- 
cent in the years from 1971 to 1974, but importe from the USSR stagnated 
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in the 1975-1977 period (see Table 4), GDN exports would have to have 
Climbed 10,) percent faster than importe to balance the ilaprovement in 
Joviet terms of trade in thie period. in fact, they inoreased by only 
+. 5 percent, thus covering only about 40 percent of the unfavorable price 
effect up to the end of 1977, 


It can of course not be ruled out that the USSR has been delaying the price 
ad juatment since 1977, carrying it over into the 1960's. To be sure, the 
price increases that would come due at that time would coincide with the 
oll price increases announced by OPEC on 1 July 1979 and similarly post- 
poned by the price formula, Thia would then place an even greater strain 
on the economy of the WR, 


4, Minal Considerations 


1. A® was shown by Study |, the large GDR terme -~of-trade losses in ite 
trade with the Soviet Union since 1975 can be traced mainly to the extra- 
ordinarily igh proportion of finished goods in deliveries by the jDR. Of 
course, it is precisely this structure that helped the GDR gain particular- 
ly favorable terme of trade in ite dealings with the USSR in the 1960's, 


2. Of all the CEMA countries, the GDR was hit the hardest by the change in 
Soviet foreign trade prices, ite greatest indebtedness to the USSR also 
coincided with ite greatest price drops. in the period from 1975 to 1978, 
the USSR acquired a surplus trade balance totaling 3.019 billion rubles 
with the countries of astern Burope; the JDR accounted for more than half 
of this surplus, in the amount of 1.64 billion rubles. 


3}. Compared to the GDR's indebtedness to the Weat, its debts owed to the 
JSSR have indeed reached only a modest level. Nevertheless, from the view- 
point of the astern state-trade countries and their normally strict bilat- 
eralisom, the level of ~~ mw that has meanwhile been reached has to 
be termed unusually high. It involves the danger that the iDR might 
acquiesce to Soviet cooperation proposals which would have been re jected 
under different circumstances. The GDR's delivery arrears and the pressure 
resulting from ite debte are not exactly favorable conditions for an ur- 
gently needed revision of its assortment of exports to the USSR. 


4, The ODR's rising demand for raw materials and the further price in- 
creases that can be expected, especially in the energy sector, are the two 
components that will probably determine the minimal rate of increase in 
Soviet deliveries to the GDR in the immediate future. Given present cir- 
cumstances, it seems more than doubtful that the GDR will be able to draw 
even with this -- minimal -- growth in Soviet deliveries by increasing 
its own exports, largely composed of manufactured goods. 


5. The GDR could ward off the foreign economic debts it has been rolling 
up for years only if it were to succeed in producing substantial savings 
in specific materials consumed and in mobilizing additional production 








reserves despite a decline in investment growth and deapite cutbacna in 
private and public consumption, The overall economic indicators suggest 
that it will not be easy for the GDH to meet this challenze, 


The [DA's overall economic situation has been analysed eleewhere,24 so we 
shall present only a few theses here: 


a) The growth rates of the national product and industrial production have 
been declining since 1975, Although the slowing of economic growth can 
help slow imports of raw materials and fuels, on the other hand this will 
result in a lack of available goods at home that are needed to satisfy the 
steadily rising demands of consumers, investment requirenentea and the de- 
mands of forelen countries as GDR creditors, 


The political leadership, which may have underestimated the effects of the 
“orice shock,” te hoping that so-~alled socialist intensification will 
bridge the gap between the goals it is seeking and the JK economy's low 
level of efficiency: #eonomic efficiency is to be increased by raising 
labor productivity while simultaneously eliminating jobs, by employing the 
moet modern technologies and by accelerating scientific-technical progress, 
bu above all by reducing specific material consumption in all branches of 


production, 


Countless saterial consumption norms have been revised downward in recent 
years with a view to a more efficient use of materials. -ertain results 
have in fact been achieved since the beginning of the ‘y's. For instance 
specific energy consumption declined by a total of 1° percent from 1971 to 
1977, although no pees of energy conservation neasures has been 
noted since 1974.2 


b) for an elite political leadership corpse which is pursuing socialist 
eoals from the standpoint of ite self-image, neglect of social policy sec- 
tors of the first order -- chiefly pensions for the aged and infirm and 
housing construction -- was no longer acceptable. Consequently, leading 
members of the SED leadership under Erich Honecker introduced at the 
Sighth SED Party Congress (1971) a relatively ambitious consumer and social 
policy which was essentially continued at the Ninth Party Congress (1976), 
ever though the foreign economic situation had meanwhile changed radically 
following the price explosion on the raw materials marxets. indeed, con- 
sumption rose faster than the national product between 1971 and 1977, with 
the result that, despite a low level of investment activity, a considerable 
gap opened up between the national product which was produced and that 
which was consumed. io be sure, numerous reports on supply shortages, as 
well as the official slowing of consumption growth for the years 1976 and 
1979, indicated that the economic and social-policy objectives formulated 
at both party congresses are being pursued only with limitations, 


ec) Official data for the 1971-1976 period reveal a worseni pg in terms of 
trade for 5DR trade as a whole amounting to 12.1 percent.“° in omer to 
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coep the trade balance even, exporte would have had to exceed real growth 
by this amount, ut real Groysn in exports was in fact only 6 percent 
greater than that of imports,@ 


4d) A®S & Consequence of this development, the trade balance accumulated 
since 1970 amounts to about 30 billion valuta marks (cirea § 6.5 billion), 
According to the latest calculations of the Vienna inatitute for inter- 
national Beonomic Comparisons, ape indebtedness to the West amounts to 
abdout 7.6 billion U.S. dollars, 


e) The GDR economy ie less prepared than that of any other CEMA country 
for an gugeet offensive since, in contrast to other Hast Luropean coun- 
tries,“* the large increases in imports from the West at the beginning of 
the 1970's 448 not contribute to an increase in the growth of investments 
in industry. hese investments were even below the national income 
growth rates in the first half of the 1970's,J! With the onset of the 
current five-year plan, investment growth increased somewhat. Today's 
investment program is concentrated on industry, mainly on the less produc- 
tive but vital energy sector. With the exception of housing construction, 
important sectors of the infrastructure are being neglected, as was the 
case in the 1950's and the first half of the 1960's, 


On the whole, the Soviet price increases burst upon the GDR under circum- 
stances that were quite unfavorable: Taxing domestic policy and foreign 
policy factors into consideration, the GDR leadership had reoriented its 
economic policy in the direction of the individual and public consumer 
sphere and had pursued goals that would have had an adverse effect on the 
growth potential of the economy anyway. Then, when the disruptive foreign 
economic factors began to take effect, it became evident that there was 
very little room to maneuver, and it appears that those responsible for 
the ADR's economic policy greatly underestimated the full scope of the 
resulting burdens -- incidentally, this is also true in other sast Burop- 
ean countries. Sven the official guiding principle often heard of late -- 
only that which has previously been produced can be consumed -- is based 
on optimistically drawn preconditions. For in the future, not even all of 
that which is being produced can be made available for use. Repayment of 
the debts that have been accumulating in the meantime and an expected 
further worsening of the terms of trade will exact their tribute. 





fable 1. USSK Share of GDR Imports of Selected joods or Uroups of Uoods! 





in 1977 
in Percent 

Natural gas 100 
Petroleum 89.3 
tard coal, coke 59.2 
Timber 99,0 
Black metal ores@ 65.2 
Structural steel? 72.6 
Sar steel 68.6 
Thick sheet metals, 

thin sheet metals” 754 





1) The goods listed represent about 40 percent of Soviet deliveries to the 
DR 


2) Iron, manganese and chromium ores 
3) Including rails and fittings 
4) Hot-rolled thin sheet metals 


Sources: J. Bethkenhagen, 4. Lambrecht, see footnote i, 
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Table 1-X. USSR Exports to GDR 





1950 §61955) «61960 1965) 1970s 19741978 


LL) in Mill, Rol . : 
A) Maschinen 19 4) 33,7 95,9 3195 497.2 7825 
Hh) Nrenmtolfe 198.2 Wa? 12748 
C) ire, Metalle } 914 1670 482,8 617.0 462.0 $004 7189 


D) Chem 00 34 276 +426 WS WS 433 
E) Uawmateriahen - - 0.) 4,7 43 714 «18.7 
t) Rohstoffe landw. Ursprungs RO RE INA 24 1971 1926 Bis 
G) Rehstotfe fur Lebensmtie! WO 24a i339 75.5 iki 1004 8 
H) Lebensmuttel %,? 3 66606 Osi 
L) Industriwile Konsumguter - 43 64 4) 61 7 604 
J) welt speafimerne Waren 232 635 93,9 1482 3388 3686 7570 
K) vasgesamt 167.2 4308 946.5 1226.7 17381 21646 3982.0 
M) Anteile in % 

A) Maschinen 4.7 10 46 78 18,4 23,0 19,7 
B) Arennioffe 114 18,3 32,0 
3 Cree, Metaile } 234 HR ATK 80,9 266 231 180 
D) Chemie Se seisws ww FF 
E) Baumatenalen = - ,. 00 0.4 0,5 03 04 
F) Rohsioffe landw Unsprungs wi 2s wo 49 113 8,9 8,0 
G) Rohstoffe (ur Lebensmittel 179 182 4,1 6,2 68 46 00 

Lebensmuitte! 21,9 1,9 7.0 46 2,7 1,5 0,3 
T) Indusiriclic Konsumguter - 08 0,7 0.3 0.9 4 1,5 
J) nicht speafizierte Waren "9 38147 99 12,1 19,5 i170 19,0 
K) itegesarnt 100.0 10060 1000 1000 i000 W000 1000 





N) Quelle. Vnetnjpapa torgovija SSSR, Jabegange 197) bis 1978, P. MARER, Sower and East European 
Foreign Trade 1946-69, Statistical Compendium, Bioomungton and London 1972, cigene Berech- 
fungen 


Key? 
A. Wachinery 
5. Fuels 
C. Ores, Metals 
D. Chemistry 
E. Building materials 
°, Raw materials of agricultural origin 
°c. Raw materials for foodstuffs 
H, Foodstuffs 
I. Industrial consume goods 
J. Unspecified goods 


Ke. Total 
L. In milbions of rubles 
‘, Percentages 


\. Sources: VNBESHNYAYA TORGOVLYA SSSR, 1971 to 1978; 
P. Marer, “Soviet and Hast Buropean Foreign Trade, 
1946-69," statistical compendium, Bloomington and London, 
1972} 
Own calculations 











Table 1+". USSR Importea from GDR 
1950 1955 1960 «1965 1970s 1974-1978 
L.) in Mill, Roi, 
§} Maschinen $4.6 353,7 $196 678.8 921,6 1334,7 2589.5 
rennstotte - = = 
O) an htnonte 44333 302 9 P ’ 
D) Chemie : 57 498 S45 664 88,7 122,7 168,1 
E) Baumaterialien - 1,7 3,2 76 $,1 8&0 10,0 
F) Rohstoffe landw. Ursprungs - $9 #78 +27. 79 i144 28,5 
G) Rohstoffe fur Lebensmittel - - - - - - - 
H) Lebensmittel . oa 0 Oi -« - - 
T) industrielle Konsumgiuter 7,7 92 01,3 2258 3232 3652 548,7 
J) weht spezifzierte Waren 116 18 119,7 142,9 210,3 305,7 3664 
K) insgesame 44,1 455,8 836.2 11563 15569 2150,7 3711,2 
M) Anteile in % 
. ) Messhinen 379 «776 «62,1 58,7) = 59.262 69-8 
rennstolfe - ~ - 
| 71 io ow & ?. 2. % 
D) Chemie 40 09 65 $7 «5,7 #«245,7 45 
E) Baumaterialien - 4 of 07 #4O3 O48 063 
F) Rohstoffe landw. Ursprungs - 3 op O02 OS 97 O08 
G) Rohstoffe fur Lebensmitie! - - - - - - - 
H) Lebensmittel > y, 02 0,0 0,0 ~ - - 
T) industnelle Konsumguter $3 ° 20 12) 9S 208: 170 148 
J) nicht speafiaene Waren 49,7 3,0 14,3 12.4 13,5 14,2 9,9 
inygesaut 100,0 100.0 1000 100.0 100.0 1000 1000 


Key! 





N) Quelle. Vnesnjaja torgovija SSSR, Jahrglinge 1971 bis 1978, P. MARER, Sovier and East European 
Foreign Trade 1946-69, Statistical Compendium, Bloomington and London 1972; cigene Berech- 


nhungen. 


Machinery 


Fuels 


Ores, Metals 


Chemistry 


Building materials 

Raw materials of agricultural origin 
Raw materials for foodstuffs 
Foodstuffs 

Industrial consumer goods 


Unspecified goods 


Total 


In millions of rubles 
Percentages 


Sources! 


Same as in Table i-X. 
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Explanations of table 3) 


jource: UN MONTHLY BULLETIN OF STATISTICS, June 1977, June 1975, 
June 1979, Special Table |. 
VNESrNYAYA TORGOVLYA SSSR, various years; 
Study i, Table 7, 


1, dorlid market unitevalue index for exports of developed and developing 
countries according to developed countries. A 4=percent price increase 
assumed for 197% and 1979, 


2) (he indexes in Column 2 were obtained by weighing the UN price indexes 
defined for aix commodity groups (food, etc; raw materials excluding 
fuels; fuels, ete; chemicale; machinery; other manufactures) against 
the shares of these groupe in Soviet exports to the GDR in 1974. Only 
a rouwh conversion of the groups as defined by the SITC to those as 
tefined by Soviet nomenclature was possible, thus involving certain 
sources of error, The calculation ise analogous for imports (Column 3), 


5) Gonversion rate * conversion factors taken from the UN MONTHLY BULLETIN 
)* STATISTICS. For the first quarter of 197° and 1979, according to 
data of the Austrian National Sank; we assumed an unchanged rate for 
the remainder of those years. 


4%) Column 7 is derived from Column § and according to the following 
determination of Prony * 100 as @ base: 


1999 
5) %* Prome *1g7m 19° 
1965 
1974 ~ 
L 5 _ » © 3 , P » 100 
> £., % 1975 1975 BB. 
{o> 1974 
1975 5 
l >. . 1976 
ry Pp al Pp i e . 100 
came “OS 1976 1976 Bs o7y 
ly71 
197¢ : 
i \° e 3 e ZZ 
c >_ Pye etc Pig77 1097 Bi ony » 100 
1973 


(Explanation continued on following page7 


»J3 





{explanation of iable j, continued / 
* price indexes from Volumn § 


- average world market prices (based on rubles, according to price 
formula in effect at the time 


1 * price indexes from Column 7 
‘ne calculation is analogous for imports, 


4 ‘or a calculation of the empirical indexes in 1977, see Study 1, p &, 
especially Table 7. 
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1, 


3. 


% 


5s 
6. 


12. 


FOOTNOTES 


Of J. Bethkenhagen, 4. Lambrecht, “Positive and Negative Jrowth 
Effects of Integration of the SDR Into CEMA," paper delivered at the 
l2th Convention of GDR-Researchers in Lerbach in 1979, 


Heasentially ineulation materials 


“Mainly paper 


Since the percentage of unspecified goods in Soviet exports to the 
other Hast Duropean countries is similarly high, it is improbable that 
this group of goods contains the uranium deliveries from the GDR, The 
‘DR uranium deliveries presumably do not show up at all in the foreign 
trade statistics of either country, since the uranium ore is mined by 
the as AG, a Soviet corporation with GDR participation (since 
19%). 


Published data reflect actual development of trade between the 
two countries starting with 1954, because until that time some 
of the GDR's industrial enterprises were owned by the Soviet occupy- 
ing power. Consequently, their dealings with the USSR were not con- 
sidered foreign trade relations. 


Of bibliography. 


Cf, among others, 5. Graebig et al, “Commodity/Cash Relationships in 
Socialist Economic Integration,” (Bast) Berlin, 1975, p 79. 


To be sure, the statistical reliability for the price indexes of this 
group is extremely poor. 


E.A. Hewett, “Foreign Trade..., op cit pp 70. 
VNESHNYAYA TORGOVLYA SSSR, 1918-1966, p 143. 


S. Ausch, “Theory and Practice of CMBA Cooperation,” Budapest, 1972, 
p 86. 


B.A. Newett, “Foreign trade Prices... op cit, pp 91 and 197. Hewett 
combines his thoughts and Ausch’s when he says: “It seems clear that, 
from the point of view of prices alone, the Soviet Union is not ina 
oy favorable position in the present CMEA price system" 

(p 180). 


Hewett frequently pointe out in his study the possibility of distor- 
tion in his data. To be sure, his indexes -- in contrast to ours -- 
are not linked together consecutively from year to year, so there is 
an arbitrary element in the selection of a base year. Moreover, his 
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13. 


14, 
15. 
16. 


17. 


15, 


19, 
20. 
21. 


22. 


23. 


24. 


25. 


sample quantities used to calculate unit-value positions are smaller 
than mine oecause his calculations took into account only those unit- 
value positions which were found in all years between 2 base years, 


Calculated according to the indexes taken from UN statistics (MONTHLY 
BULLETIN OF STATISTICS, June 1978, Special Table G) which list price 
changes in dollars, adjusted for the “devaluation” of the dollar in 
relation to the ruble. 


Of Study I, Section 1.3, to assess regional price differences, 
See Study 1, sections 2.2 and 4, 


Average for Bastern Burope, 39 percent; Bulgaria, 37 percent; CSSR, 
39 perce! Poland, 41 percent; Hungary, 40 percent, 


It is significant that both model indexes, the index of export prices 
and the index of import prices, exceed the corresponding empirical in- 
dexes, In any event, the terms-of-trade index for 1975-1977, which 
follows the price model, is closer to the empirical terms-of-trade 
index than are the export and import price indexes (see columns 9 and 
12). A relatively modest divergence in the terms of trade is seen 
only for 1975 on the one hand and for 1976 and 1977 on the other. 


if q * 1,00, the potential burden amounts to M 20.71 billion. 


If we assume that the national income increases by 4 percent per year. 


@ e 0.42 
. 33 






al 





OR of terms of trade 





s 


See Study I, pp 35-37. 

<,C. Thalheim, Research Office for All-German Boonomic and Social 
Problems, PS ANALYSES, 1978, Vol 5. K.C. Thalheim, “The Sconomic 
Policy of the GDR in the Shadow of Moscow,” Lower Saxony Land Head- 
quarters for Political Biucation, Hannover, 1979. W,. Seiffert, “Re- 
form Is Overdue,” WIRTSCHAFTSWOCHE, 1979, Vol 9 (26 February 1979), 
p 6F ff. 


R. Dietz, “The GDR Boonomy in the 1970's,” OBSTERREICHISCHE OSTHEFTE, 
Vol 20, Vienna, 1975, p 41 ff. 


DIW WOCHENBERICHT, Vol 31, 1979. 





20, dseginning in 1977, the JOR stopped publishing separate statistics on 
exports and imports. 


27. rom 1971 to 1976, the export volume rose by 62.9 percent, the import 
volume by 57.3 percent. 


as. The indedtedness to the West was calculated from accumulated trade 
balance deficits taken from SDR statistics, Also considered, however, 
were net proceeds from transport, tourism and other transfers that 
were partially estimated, as well as the interest and compound inter- 
est on the net indebtedness as it rose from year to year. These fig- 
ures do not yet take into account the development for 1979, 


29. S. Gomulka, “Investment Imports, Technical Change and wconomic Srowth, 
Poland 1971-80," paper presented at the NASEES Annual Conference, 
26-2" March 1977, Cambridge. 


30, the proportion of machinery, installations and means of transport in 
iDR importe from the West (OEDC, including the FRG) declined from 
27? percent in 1970 to 21.9 percent in 1975, 


Source: “Project CMBA-Fortram Data Bank of Foreign Trade Flows and 
Salances of CMEA Countries 1950-75," Vancouver, 1977. 


31. R. Dietz, “Investment Policy in the GDR,” DEUTSCHLAND-ARCAlV, 1975, 
vol 4, p 390 ff; reprinted in the Reprint Series of the Vienna Insti- 
tute for International Economic Comparisons, No 35, 
BIBLIOGRAPHY 
ReGeD. Allen, “Index Numbers in Theory and Practice,” Mdingureh, 1975. 
S. Ausch, “Theory and Practice of CMEA Cooperation,” Budapest, 1972. 
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‘DR Integration in CEMA,” paper delivered at the 12th Convention of GDR- 
Researchers in Lerbach, 1979. 
B. Ceikos-Nagy, “Socialist Price Theory and Price Policy,” Budapest, 1975. 
8. Dietz, “Price Changes in Soviet Foreign Trade with CEMA and the Hest of 
the World Since 1975," Research Report No 55 of the Vienna Institute for 
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BRIEFS 
VUSTERS LEAVI Ihe 2U Soviet Aeroflot ANe?Z airplanes which had 
luring the past 3 1/2 monthe with the Czechoslovak agriculture project 
rop dusting 367,000 hectares ot crops, leit for Vilniuae, USSR, on 
) June, in epite of unfavorable weather conditions this year, the Soviet 
iViators had managed to increase their performance by an average ol L, 200 
ectares per pilot, compared with Last vear. The Soviet pilots were bid 
irewe] ind thanked tor their assistance by the CSSKR Deputy Minister ot 
\griculture and Food J, Sabik, the CS5R Deputy Minister of Transportation 
ykast and the Director of Slovair in Bratislava 0. Hudoba, prior 
their departure from Brno Airport. (|Prague ZEMEDELSKE NOVINY in Czech 











LRMAN DEMOCRATIC REPUBLICS 


‘ YERNLNG FOREIGN TRADE ACTIVITY IN GDR PUBLISHED 


beriin BSE TACBLA ER DEUTSCHEN DEMORKRRATISCHEN REPUBLIC in German 


ext f “Fourth implementing Reguiation to the Decree on Manage- 
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GERMAN DEMUCRATIC REPUBLIC 


MLTTAG LNTERVIEWed ON TRADE RELATIONS WITH ALGERIA 


et Bertin HWORLZONT in German Vol |3 No 15, L980 Siened to press 


\i) Mi) T)T ’ 


) ; 


terview with Guenter Mittag, SED Politburo member and Central Committee 


ocretary for economic affairs: "GDR-Algeria: Relations of Friendship and 
OoONC! : OT Art be Lag Intensified" | 

uestion, At the end of March, you visited the Democratic People's 
Republic ot Algeria at the head of a party and government delegation. As is 


Kt , reaching agreements had been concluded between the two coun- 
Les on the occasion of your visit in October 19/7. What was the objective 


if rear's visit? 

Answe! \is year's visit of our party and government delegation to the 

emocratic People's Republic of Algeria took place at the invitation of the 
N nal Liberation Front) Politburo. As you know, the GDR attributes 

rea mportance to the friendly and cooperative relations with Algeria. 


lected in the message--which I had the privilege to transmit in 
secretary general of the SED Central Committee and chairman 
GDR State Council, comrade Erich Honecker, to the secretary genera! 
ic FLN and president of the DPRA, Chadli Bendjedid. in this message, 
ionecker stated that "in the last few years the fraternal re- 
en our two peoples, parties and states have been greatly con- 
‘his demonstrated anew the fruitfulness and creat mutual benefit 
tions between the GDR and the DPRA, which are characterized by 
olidarity and international friendship." 


onnection, special mention should be made of the comradely and 
mic development of the cooperation in business, trade, science, techno- 
vhich was started by the above-mentioned long-term agree- 
nt tober 197/ concerning economic, commercial and technical co- 
t 
o} tive of this year's visit was to join our Algerian friends in re- 
essful cooperation and to discuss with them the ways and 
Lonv- n ( ctives of its further development. It goes without saying 


/1 








that the exchange ot viewa on acute tnternational problems fieured large 
in the discussions with leading Algerian representatives. 


uestion, What is your assesament of the resulte of the visit? 


Anuwet in a word: Our high expectations in regard to the visit to 
Algeria were ftully met. We found that Algeria's party and government lLead- 
ere value as highly as do we the successful dynamic development of the 
comradely cooperation between the SED and the FLN and between our two 
atatea,. 


Our common experience of the last 3 years has confirmed the validity of 
the policy pursued in regard to the overall development of the friendly 
ind cooperative relations between our countries. The dynamic development 
of the economic relations, which was outlined in the agreement of October 
9/7, and its organic integration in the general framework of political, 
cultural and other tiles between the two countries have given fresh impetus 
to the complex of bilateral relations, which have assumed new dimensions 
is it were. 


‘his is reflected above all in the sharp increase in the volume of trade 
between our countries. Within a period of only 2 years--i.e. from 1977 to 
.97%e=the foreign trade turnover increased from 40 million to 100 million 
1S. dollars. This testifies to the great efforts that our two countries 
put forth in order to intensify the cooperation and to improve its quality. 
achievement such as the 2.5-fold increase in foreign trade turnover is 


truly impressive. 


’ 
‘ 


ter the successful start-up of the Berrouaghia Armature Combine--which 
tablished through joint efforts and which has become a symbol of the 

productive industrial cooperation between the GDR and the DPRA--and of the 
small-sauge rod mill in the Al Haydar Metallurgical Complex, other projects 
are now being started or under construction; among the most important of 
these projects are a pump plant in Berrovaghia, a steel and iron foundry 
in Tiaret and a cable plant in Biskra. Likewise of great importance is our 
ooperation in the field of vocational training, which represents a focal 
point at Algeria's present developmental stage. 


In the negotiations with the Algerian partners, we agreed to create the 
onditions necessary for continuing our cooperation. In this sense, the 
locuments we siened in Algiers--including a basic "Agreement on Economic 

yperation''--represent an important step toward the future. Long-term 

reements are to promote the construction of cement plants, machine tools 
and agricultural machinery, the industrialization of agriculture and the 
construction of housing; at the same time, the forms and methods of long- 
range industrial cooperation will gradually be developed. 


We also agreed to cooperate on other large-scale projects such as the 
stablishment of a small-gauge rod mill in Moulay Slissen, a cement plant 


o 
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wet First | ali, i would Like to tell you that | am greatly ime 


sec with tlw imy hance that have taken place in the Vemocratic 
Lé Ke] Lj Of Alperia since my Last visit. These changes have been 
i] portance in that they have helped to consolidate the political 
Onoms i resurtta o the provreanive developmental policy pursued and 
r ® the workers for the lurther implementation of this policy. The 
rLN Congress, which took place at the beginning of Last year, and 
ibsequent plenary sessions of the FLN Central Committee adopted di- 
resoiutions in this reaepect. the iast 2 and /2 years have been 
terized | extremely rapid industrial development, advances in the 
Lementatio of the agrarian revolution and sianificant achievements in 
de olf education and social weltare in spite of the fact that our 
was relatively short, we were able to acquaint ourselves with the 
iificent hievements which the Algerlan workers--led by the FLN and 
ecretary general, Chadli Bendjedid--have attained in overcoming the 
me heritage of colontaliam and in bullding a modern, flourishing 
ria: We saw ultraemodern industi mplexes that testify to the 
it eftorte made in the development and expansion of an efficient in- 
¥e the complexes are part of the pul ector, which has been con- 
ed in the last few years and which presently comprises over 70 per- 
the inufacturing enterpris i roduce more than %0 percent 
otal industrial output. Our / rian friends attribute great im- 
nee to further mechanization and to the application ol industrial 
od t ulture. in this w , Aleeria it radually to become self- 
t regard to its food 
, . e ft nti thy using ruction program, which 
ortant eme the DPRA' cial p y ; the implementation 
pram, llent results have been produced in the last 2 and 
years. imilar changes are taking place it ther social sectors. 
changes help t reate in Algeria further basic conditions necessary 
overcoming the colonialist heritage and for effecting social progress. 
on purin your Visit, you saw ft Li ist ial Omy lex near Annaba. 
u tell u rour AS iL¢ impre } Ti! 
, we had the opportunity to see the Al Haydar Metallurgical 
iba. This is an important w industrial center of the 
pris 1 coking plant, a steel ill, rolling mills, a tube 
ia 1 technical university at wi as many as 5,UUO students 
trained. At present, thi industrial center produces 400,000 
ul | products per year and eventually total output will 
lude G -gauge ro , which was imported from the 
f special our country. Our Algerian 
t the plant operat wlessly and in accordance with 
’ rs } nned. srt, the ire itisfied with our work. We 
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GERMAN DEMOCRATIC REPUBLIC 


JLUCREE UN BALANCING MATERIALS, EQUIPMENT, CONSUMER GOODS PUBLISHED 
Decree, Planning Order Summarized 
ast Berlin NEVE JUSTIZ in German Vol 34 No 5, May 80 pp 219-220 


Summaries of new laws under the heading "New Legal Regulations--Review of 
Legislation in the First Quarter of 1980") 


Text) Since early 1980 economic development in industry and construction 
has been proceeding almost exclusively on the basis of cambines. This has 
nitiated a qualitatively new stage of our socialist planned economy, In 
accordance with the greater demands on central state management and planning 
new basic legal regulations were issued regarding economic planning and bal- 
ual Lng. 


‘ne Order on the System of Planning in the Economy of the GDR 1981-1985-- 
laming Order--of 28 November 1979 (GBl |Gesetzblatt der Deutschen Demokre- 
tischen Republik |, Special Issue No 1020 aq) applies to the preparation of 
the Five-Year Plan for the development of the national economy 1981-1985 and 
the annual economic plans, annual state budget plans and balances of the 
credit system. It includes regulations for the preparation of the pertinent 
plan drafts by central state organs, local councils, combines, economy man- 
aging organs, enterprises, facilities and cooperatives. 


The planning order consists of sections A through Q which--based on general 
principles--include planning instructions for the various economic sectors 
(including the social and cultural sectors) and across the board economic 
tasks, State enterprises and cambines planning to a reduced extent must ap- 
ply the methodological provisions specially issued for them. This applies 
to all state enterprises and combines of bezirk managed industry, kreis man- 
aged construction, local trade and other small enterprises. 


section A includes fundamental provisions on the planning of the GDR economy 
au on plan coordination with the USSR and other CEMA member countries. The 
subject matter of the plans is outlined and the planning procedure deter- 
ined; the necessary rights and duties of those involved in the plaming pro- 
ess as well as the participation of the working people and their social 








Org@uizations ace stated, Coordination duties, plan coordinations and pla 
iiscussionus, provisions on plan defenses and the conclusion of business core 
tracts serve the preparation of coordinated and balanced plans on the basis 
of state plan quotas and other state plan decisions, The regulations are 
designed to tmprove the stability of the five-year plan and the annual plans. 
Central state planning will concentrate more on basic issues of the national 
economy, those processes deciding the development of the econauy; increased 
at the same time is combine responsibility for the management and planning 
of their reproduction process, Proven principles of the planing order for 
1976-1980 of 20 November 1974 (GBl Special Issue No 775 ac), which wil! 
Lose effect on 31 December 1980, were retained, 


‘he Decree on \iaterialg Equipment and Consumer Goods Balancing--Balancing 
Decree--of 14 November 1979 (GBl I 1980 No 1 p 1) includes--coordinated with 
the new planning order--the necessary rights and duties of the central and 
local state organs, combines, economy Managing organs, state and similar en- 
terprises, tacilities and socialist cooperatives involved in the balancing 


process. 


for the purpose of the preparation and implementation of the five-year plan 
and annual plans balancing is designed at all management levels to achieve 
asreement between the economically justified demand and the supply of energy, 
raw materials and other materials, components, rationalization aids, replace- 
parts, equipment, industrial plant and consumer goods, Priority classi« 


ition in plans and balances is required for certain tasks (such as the 
of 1 state plan science and technology). 
alencing proceeds as a total economic task on the basis of democratic cen- 


lism and responsibility on the basis of the division of labor. By con- 
mg the state plan balances the Council of Ministers decides the basic 
ortions of the economy, which will determine growth and efficiency. More- 
r balance-responsible ministers, general directors of combines and VVB's 
sociations of state enterprises) and directors of enterprises assigned 
alance responsibility as a state function are personally responsible for the 
oservance of the tasks, rights and duties involved. Delegation of this re- 
oonsibility is explicity prohibited (article 2 paragraph 2). Managers are 
izated themselves to take balance decisions, because these are decisions 
neerning the plan and its fulfillment by the criteria of the national eco- 
omy as well as the basis of the conclusion, amendment or cancellation of 
isiness contracts. 


material-technical security of state plan quotas if, for example, sufficient 
stocks are still available. Unless specific instructions are issued, they 

ist be returned by 31 March of the respective plan year. The business con- 
tracts involved must be canceled or amended. Applicable here is the direc- 
tive by the Council of Ministers to the effect that contract penalties, price 
sanctions and damage payments will not be imposed with regard to reductions 
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: ontirmation balances lor selected headings of the secondary 
r torial industry require the approval of the Minister for Nate- 
anagemont., Uelore continmmation balances for selectea packaging 
terials must be coordinated with the Minister for Materials Manarge- 


ad tinisterial balances the chairman of the state 


arain Late pian 
the competent ministers assign the preparation 


rAMULIE VLOTRELSSLON mid 
Liances and the drafting of proposals for balance decisions as well 
iM alance implementation and reporting to the general directors ol 
’ Liv md heads ol econdany IMM MA Ay, OFpans, On the basis of the cen 
responsibility held by the State Planning Commission and the 
ponsible ministries for state plan and winisterial balances, 
mbines and economy maging Organs act as balance-assigned OPy ans» 
, Ol the balance-assigned organs are recorded in article 24, and 


be settled by the balance-responsible ministers, 


lities lor materials, equipment and consumer goods balances 


in detail in the balance register. The Minister tor Materials 

ogether wi . chadmman ot tle tate Planning Cammission and 

lO the Ventra ite Alministratior Statistics issues the bal- 
ter in the ton u order, 
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justification as relating to key points, and they must conduct demand delen- 
ses. To be used as the main types of demand planning are demand planning 
‘rou the supply, consumer md trade aspect for the preparation of balances, 
md enterprise production, supply and sales planning must be linked with 
‘conomic materials, equipment and consumer goods balancing. 


(3) Consumers (those exerting a demand) and their superior organs (fund 
.olders and supply sectors) are responsible for planning the demand for pro- 
ducts so as to ensure economical materials use and observe the principle of 
oclalist thrift. They must document and justify their demands to their su- 
rior organs and the balancing or balance-assigned organs on the basis of 
ormatives, standards and indices of energy and waterials consumption as 
fell as stockkeeping in the assigned dimension, Fund holders and those ex- 
rting a demand are obligated to furnish information and make documents 


vailable to the balancing or balance-assigned organs at the time of demand 
eviews and demand defenses, 


%) The planning of material demand includes basic and ancillary materials 
well as the volume of stocks needed to carry out the planned production, 
ervices, research and development, investment and supply tasks justified by 

rogressive normatives, standards and indices, 


(he ascertainment of demand for equipment and industrial plant, especial- 
‘Yr carrying out socialist rationalization, must proceed on the basis of 
nfimmed targets and basic decisions on investments and of investment in- 
ces. When planning the demand for equipment and industrial plat the ef- 
1t use and utilization of existing similar capacities must be demon 
at the time the preparatory documentation for investments is submit- 
vhen claiming deliveries for investments it must be shown that the im 
,ments are part and parcel of the state plan indices of the investment 
customer. If no plan targets are available for the years of implementation 
i the investment project following the plan period, the superior organs must 
‘onfime the incorporation of the projects in the plan target. For invest- 
ents carried out by a general contractor (GAN) or main contractor (HANO, 
the GAN or HAN must carry out the planning of the demand for equipment and 
Lat via their appropriate fund holders and supply sectors, 


tarting with purposeful market research and contimed assortment 
mceptions, the balancing of consumer goods must be based on demand relative 
) quantity, quality, assortment and price groups. Social entities having 
ed must document their demnd for consumer goods on the basis of equip- 


t and consumption standara: 


\/) In the course of balancing,the documented dimensions of demand must 


cm as relating to the economically justified demand, The integration of 

lemand in the materials,equipment and consumer goods balances is permissible 
when accoupanied by documentation and justification in a ance Wit) 
rovisions issued for that purpose, Any planning of demanus on imports 


proceed in accordance with the appropriate provisions, The balancing 
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Article & 


Material Jacking for the Tasks of Science and Technology, 
Plant kxports and Socialist Rationalization 


(1) Te achieve the planned implementation of the tasks of the state plan 
sclence and technology the heads of balancing organs must ensure that deli- 
vories and services to meet research requirements and for the most rapid 
ossible transfer of research and development results to production receive 
riority upon incorporation in the plans and materials, equipment and con- 
sumer goods balances. The heads of balancing or balance-assigned organs 


are obligated quickly to take or initiate the necessary balance decisions. 


\<) ‘he heads of balancing organs must ensure that component deliveries and 
ervices for the export of plan enjoy priority incorporation in the materi- 
11S, equipment and consumer goods balances, consonant with the legal regula- 
tions on the dratting of the five-year pian and the annual plans. To do so 
eneral suppliers wust plan the justified demand for components for the en- 
Lire period of the execution of the plant export project at the balancing 
mc balance-assigned organs and their superior organs, consonant with the 
egal regulations governing the export of plant.* On this basis and start- 
mg irom the coordinations to be etiected here, the baiancing and balance- 
‘Signed organs must proceed with the priority incorporation in the balan- 
s of the five-year plan or the respective annual plan. For the years 
eyond the plan period the economically justified demand is to be incorpo 
ited as a mandatory balancing basis in the advance planning resulting from 
r Long-range economic decisions, Furthermore, materials, equipment and 
er goods balancing should affect the rise in the output of marketable 
anc prolitable (in terms of foreigr exchange ) products as well as the mate- 
riai-technica satety of the output of cambines and enterprises crucial to 


POrTts. 


(5) Within the framework of the pianned funds consumers and their superior 
organs as well as balancing and balance-assigned organs are to give priori- 
to securing the tasks of the state plan socialist rationalization. 


Articie Y 
Balancing of kconomically Crucial Projects and Tasks 


secure material-technical proportions in the necessary consumption struc- 
,» the technicaily and economically justified use of the funds must be 
ilanced by ministries (supply sectors) and combines and economy managing 
rgans (fund holders). Demand and fund balancing for selected products 

must be carried out by the State Plarming Commission, winistries and other 

central organs as well as combines and enterprises, in order materially to 
ecure crucial projects or tasks. Such balancing must be carried out for: 


, iT * 





- ee ae eee 


deliveries and services for the export of plant (GBl I No 20 p 241) 


li effect at this time is the order of 13 July 1978 on securing component 
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organs assign the balancing organs balance targets with respect to vital 
issues of output and use. 


(4) Im the course of drafting the balances and in accordance with the appli- 
cable legal regulations the balancing and balance-assigned organs must car- 
ry out balance coordinations. Eventually they wust submit the coordinated 

balances--inclusive of analytical justifications--to the balance-confimning 
Or balancing Organs. 


(5) To secure the econamically justified demand those involved in the pro- 


cess Of materials, equipment and consumer goods balancing wust proceed on 
the following principles: 


a) Consumers and their superior organs are obligated to document the an- 
nounced demand, taking into account the utilization of secondary raw 
waterials, to justify this demand by progressive standards and indices 
and defend it to balancing or balance-assigned organs with respect to 
key points of consumption, Balancing and balance-assigned organs must 
review the demand on the basis of their own computations and market re- 
search related to key points. 


[t the balance coordinations reveal contradictions between the economi- 
cally justified demand and output, the balancing and balance-assigned 
organs should initially review the possibility of raising domestic pro- 
duction and, in close cooperation with the producers and their superior 
organs, prepare the appropriate suggestions as well as initiate measures 
to umprove materials management and the use of secondary raw materials. 

2 consumer is also the balancing organ, the said consumer must initia 

weasures to improve the management of internal consumption. At the 
same time internal use must not be increased at the expense of export 
tasks. Furthermore all possibilities must be imvestigated for raising 
the yield of producers not subordinated to the balancing organs, and the 
necessary decisions either taken or initiated, 


fo settie balancing problems likely to arise the balancing and baiance- 

assigned organs are obligated, in cooperation with the foreign trade or- 

‘ans and producers as well as main consumers, to ascertain the possibili- 

ties for a more efficient export and import structure with respect to the 
essary economic proportions. 


Article lil 


(1) To discharge their balance responsibilities the heads of balancing and 
baiance-contimaing organs are obligated to take decisions in the course of 
the preparation, drafting and implementation of the plans. The delegation 
i baiance decisions is not admissible. Balance decisions are mandatory 
State prescriptions regarding the output and use of products for the head 
ings to be balanced in order to meet the economically justified demand, 
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equipment and consumer goods balances and to seeure the efficient use of 
the available funds, Also, in accordance with the legal reguiations, pro- 
duect-specifie state plan targets on production, exports and imports are to 
ve used=-classified by economic areas or consumer sectore--o8 well as funds 
OF Meeting the needs of the economy and the public, 


(2) Im coordination with the ministries and other central state organs the 
State Planning Cowaission must settle in the balance register the nanencla 
ture of selected state plan and winisterial headings to be planned fram the 
consumer aspect, for Which--begimming with the state taske--the state plan 
target “balance parte” is issued for main consumers, balanme parte for 
state p\an headings are issued by the State Planing Commission on behalf 
of the Couneil of Ministers, balance parte for ministerial balances by the 
valance=responpible ministries, With the permission of the State Planning 
JGomission other balance parts may be iesued for selected cambine ad en 
terprise balances by the ministries and other @ppropriate central state or- 
gam. Generally these balance parts are handed over to the fund holders = / 
way of the appropriate supply sectors. The state plan target “balance part" 
ie to be used to enforce for the five-year plan and annual plamw a consump 
tion structure corresponding to the necessary economic proportions, 


(3) Balancing and balance-assigned organs are not entitied to request bai- 
ence data beyond the extent settled in legal regulations, If, in exception- 
©. cireunstances, such balance data are needed, the request is permissible 
coly after prior joint approval by the balance-responsivle ministers and 
weeds of the supply sectars involved, 


Article 14 


(1) The heads of balancing and balance-assigned and balance-confiming or- 
yam are obligated to ensure the accouplishment of the tasks assigned in 
the confirmed materials, equipment and consumer goods balances while main- 
taining the unity of plan, balance and contract. 


(2) To puarantee the supply and balance-effective use of all reserves of 

raw waterials @d substances as well as camponents--especially fran stocks 

in plan implementation--balance parts not required for the materiai-techni- 
cal assurance of state plan quotas must be returned by consumers to the 
balancing or balance-assigned organs via their superior organs. They wust 
do so either in accordance with specific instructions by the Council of 
fmasters or by 31 larch of the plan year. The economic contracts involved 
must be canceled or amended. Incidentally, consumers and their superior orm 
gans are obligated promptly and certainly within 14 days to inform the bal- 
ancing or balance-assigned organ about the cessation or reduction of the 
votified demand; the balance parts mist be returned to the balancing or bal- 
ance-assigned organ vie the fund holders; the supply sectors also wust be 
informed about the retura. By way of their superior organs producers must 
promptiy notify the balancing or balance-assigned organs of any substantial 
changes in yield, and these changes must be justified. The balancing or 
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balanece a8eigne orga is obligated, after @ review ol the iiformation re- 
ceived, to take or initiate the necessary weasures to restore the agreement 
between yield and the economically justified demand, 


(3) Combines, econamy managing _ ani enterprises as balaici, organs 
are obligated to notiiy those involved in output or use if, by virtue of 
economic requirements in the course of plan implementation, substantial 
changes in sales and supply relations are required, 


(4, if, im the course of plan fulfillment, changes occur in the conditions 
on waieh the balances are based, the heads of the organs involved are obli- 
\ated to utilize @l possibilities for the complete fulfillment of the tar 
gets and supply tasks listed in the balances, and to do so by developing 
their own reserves and the initiative of the working people. Changes in 
confirmed materials, equipment and consumer goods balances in the process 
of plan ioplementation require confirmation by the balance-confinmming organ, 
They gust be carried out or initiated prowptly or certainly within 4 weeks, 
and tust proceed on the basis of the instructions issued by the Council of 
\iinisters and as per article 22 paragraph 5. 


(5) As an important basis for the analysis and control of waterial-technical 
proportions in plan implementation the Central State Administration for 
Statistics organizes the reporting of product-specific indices of materials, 
equipment and consumer goods balances (production, exports, imports, balan- 
co parts of domestic consumption, development of stocks at the suppliers) 

os weil as of consumption and stockpiling by consumers, suppliers, balan- 
cing and belance-assigned organs; the Central State Adsinistration for Sta- 
tistics isoues the relevant regulations. 


Articie 15 


(i) ii, in the course of plan preparation, issued balance decisions which 
are either not coordinated at ail or only incampictely so and affect com 
bine and enterprise balances, the general directors of combinos, heads of 
cconouy aanaging organs, enterprises and facilities are entitied to request 
tive head of the baiance-confirming organ to review the respective bai ance 
decision within 14 days of issue, 


(2) After reviewing the problem the head of the balance-confimming organ 
must make his decision within 14 days. This decision is final. 


Article 16 
Business Contracts 


(1) The general directors of combines, heads of enterprises and facilities, 
econoy managing organs and balancing organs are responsible for securing 
the unity of plan, balance and contract. To organize rational cooperation 
relations they wust ensure the timely and comprehensive conclusion of busi- 
ness contracts. 
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(2) Combines, enterprises and facilities are obligated in the course ol 
the preparation and implementation of the fiveeyear plan and annual plane 
to conclude business contracts Which will secure the efficient preparation 
and conduct of deliveries or services, in particular they are obligated 
to eonelude business contracts if any of the following are involved: 


o) Central plan decisions on key points of the Long-term development of 
the economy, which extend beyond the give-year plan period, 


») State plan targets of the five-year plan, state tasks regarding the 
preparation of plan drafte for anmual plans or state plan quotas of 
the anmwal plans, 





©) Dalanee decisions or results of balance coordinations, 


(3) Por the purpose of the long-term preparation and organization of the 
balancing of products and cooperation relations every economy managing, 
balancing, balance-assigned or balance-confirming organ is entitled to re- 
quire the other organ to conclude 4 coordination contract on the basis of 
coordination results, The coord.nation contracts must settle the specific 
reciprocal duties and rights for the ascertainment, documentation and sup- 
ply of the economically justified demand by volume, assortment, quality 
and date, including the organization of the information relations required 
(oO prepare and enforce balance decisions, 


(4) Long-term business contracts should be concluded to realize the tasks 
of the state plan science and technology, measures of socialist economic 
integration, centrally planned investments, plant export and import pro- 
jects, tasks and projects of the state plan socialist rationalization, and to 
categuard the housing construction program, organize permanent reiations 
--espec.ally between finished goods producers and component suppliers-- 

and other tasks and projects the preparation and implementation of which 
extends to more than 1 plan year. 


(5) Generally speaking Long-term business contracts are to be concluded in 
the form of performance cor.racts on the basis of state plan targets of 

the five-year plan, In case the contractual provisions on anrual delive- 
ries, assortmand and quality cannot be completely or entirely derived from 
the balances or other plan targets of the five-year plan, cooperation part- 
ners are to conclude a contract on the preparation of supply or service re- 
lations rather than a performance contract. 


(6) Combines, enterprises and facilities interested in the conclusion of a 
Long-term business contract are entitled to request the balancing or bal- 
ance-assigned organ to decide on the incorporation of the respective demand 


in the advance planning for the subsequent plan period, 


(7) Long-term business contracts concluded as per paragraph 4 on the basis 
of the five-year plan are to be incorporated in the annual plans including 
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materials, equigment and conswaer ,oods balances, provided this is not 
counterindicatcJ oy decisions of the Council of liinisters or central state 
organs. 


(8) Balance decisions adopted in the course of plan iuplementation repre- 
sent the basie for the conclusion, amendment or cancellation of business 
contracts, 
(9) The provisions set out in the delivery decree govern the organization 
of contractual relations with custaners in accordance with the scope of the 
o— on deliveries and services to the armed organs--delivery decree-- 
LVO),*" 
Section IV, 
Tasks, Duties and Rights of Those Involved in Balancing 


Tasks, Duties and Rights of Cambines and Enterprises as Producers 
and the Superior Organs of the Producers 


Article 17 





(1) Caabines and enterprises as producers are obligated to mect the econon- 
icaliy justified demand on the basis of state tasks or state plan targets 
as well as other plan and balance decisions. To do this they must ensure 


a) Meeting the demand in terms of volume, assortment, quality and delivery 
date, 


b) The development of the enterprise production structure and the utilize 
tion and development of production capacities, especialiy in accordance 
with scientific-technological requirements on product functions, 


c) The development of foreign trade relations and relations with their wain 
domestic customers for the planned development of exports, the thrifty 
use of the necessary imports and the efficient use of domestic raw mate- 
rials, secondary raw materials, other waterials and components, 


d) Lneouraging the consumers in the technically and economicaliy most appro- 
priate use of the products, 


ec) The organization of stock, reserve and warehousing management as related 
to supplies, 





* Applicable at this time is the decree of 8 May 1972 (GBl 11 No 33 p 363) 
in the version of the decree of 8 August 1974 (GBl I No 44 p 465) and the 
second decree of 23 October 1975 (GBl No 42 p 689) 
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f) Coordination regarding the most rational method of circulation and the 
division of labor with regard to sales by way of the trade in means of 
production, 


in the course of plan preparation and implementation they must provide the 
prerequisites for the realization of the necessary production development 
whieh is the basis of the state plan and ministerial baiances, The deci- 
sions required oust be submitted to the ministers, 


(2) On the basis of the state plan targets of the five-year plan and the 
amwal plan as well as the results of market research, assortment and sales 
conceptions and business contracts producers must carry out enterprise salos 
plaming in coordination with the main consumers, On this is to be based 
the coordination of producers with the balancing or balance-assigned organs, 


(3) in order to weet the economically justified demand for equipment and in- 
dustrial plant as well as raw materials and substances in the appropriate 
assortment and at the proper dates, and consonant with the instructions of 
the balance-responsible ministries, the producers must--in coordination 
with the balancing orgarsor balance-assigned organs--prepare delivery plans 
and use these plans especially in the inplementation of state plan, ministe- 
rial and selected combine bala@wes. The ministers determine the products 
for which they confirm delivery plance because they devs them to be crucial 
for the efficiency of the econany or of important industries. 


(4) Manufacturers of finished goods are responsible for the supply of re- 
placement parts even if these are not produced by them, The balancing or- 
vans of the respective finished product are responsible for the necessary 
imports of specific type-related replacement parts. Imports of non-specific 
subassemblies and parts for replacement needs are to be planned and balanced 
by the balancing organs campetent for these subassemblies or parts. 


(5) In the case of those product headings of the balance register, for which 
no quantitative state targets are issued with regard to output: If substan- 
tial changes are envisaged as to volume and quality (by comparison to the 
respective plan period), producers must ensure that agreement on the volume 
of the production to be planned is reached with the competent balancing or- 
van before preparation of the producers plan draft. 


(6) To be coordinated with the balancing or balance-assigned organs are 
those changes in production and cooperation relations, which arise from the 
findings of long-range planning or the conceptual preparation of the five- 
year plan and scientific-technological development, sucialist economic in- 
tegration and market research. 


Articie 18 


(1) For weeting as planned tho economically justified demand, the superior 
orgens of producers or organs with the same function (hereinafter designated 
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competont orgaw of the producers) wust carry out the following tasks to se- 
cure the yield, especially by the intensification and rationalization of 
the s0cial production and the purposeful use of funda; 


a) the organization of an efficient production structure and waterials use 
structure in coordination with scientific-technological development, 
which will respond to the requirements of domestic and foreign markets, 
including the planned increase in exports; 


v) The further deepening of cooperation and specialization with the USSR 
and other socialist countries for the development and use of new pro- 
ducts as well as advanced technologies and processes; 


c) The assurance of the raw waterial basis by way of the agreewents conclu- 
ded with the USSR and other socialist countries as well as other inter 
national agreements in cooperation with the organs of the foreign trade, 
also the increased utilization of domestic and secondary raw materials; 


d) The guarantee of the effective utilization and further development of 
basic @sets to ensure production appropriate to demand; 


e) The establishment of stocks on the supply side, differentiated minimum 
stocks mandated by the state, and delivery dates to ensure smooth- 
. owing supplies on the basis of state normatives and indices; 


-) The assurance of the necessary proportions of the development of compo- 
nents and replacement parts relative to the development of finished pro- 
ducts. 


(2) by way of plan defenses the competent organs of the producers must 
cuarant ee that the producers plan drafts document the observance of the 
yield coordinated with the balancing or balance-assigned organs. in case of 
deviation the econowic requirements must be enforced and the necessary cor- 
rections made. 


(3) At the request of the balancing or balance-assigned organs the competent 
organs of the producers are obligated to participate in balance coordina- 
tions and submit appropriate suggestions and data on the organization of the 
production potential for securing appropriate supplies. The competent or- 
cans of the producers are obligated upon request to consult the balancing or 
balance-assigned organs for the plan defenses of the producers, 


Tasks, Duties and Rights of Combines, Enterprises and Facilities 
as Consumers and the Superior Urgans oi Consumers 


Article 19 


(1) in their capacity as consumers, combines,enterprises and facilities are 
obligated to plan their demand while ensuring strict thrift, the greatest 
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possible utiligation of domestic and secondary raw waterials and the effi- 
client use of imports, In doing so they must document to the balancing or 
balance-assigned organs their planned production development by way of the 
fund holders, and they must justify their demand by progressive standards 
aud indices, In the process of product balancing consumers are responsible 
tor 


a) Increasing the effect of materials and energy management in all stages 
of their reproduction process, 


0) Developing planned supply relations for appropriate supplies relative 
to volume, assortment, quality, time and price groups, including the 
organization of efficient storage, reserve and warehousing management. 


To accomplish these tasks they must ensure the constant agreement of stand- 
ards and indices of economic materials use and stockkeeping with the find- 
ings of science and technology in accordance with the legal regulations on 
the work with standards and indices of materials management and stockkeeping. 
ror selected raw materials and substances calculations must be made regard 
ing the efficiency of their use and the related replacewent of traditional 
substances; they must also demonstrate the widest possible utilization of 
secondary raw materials, For machines and equipment it is necessary to in- 
clude evidence of use and shift utilization in consumer planning. In the 
case of consumer goods the organs of the domestic consumer goods trade must 
actively strive for the efficient use of materials and capacities, design 
and use qualities. 


(2) Consumers must carry out enterprise plarming of demand relative to vol- 
ume and value, assortment, quality and time on the basis of state tasks for 
the preparation of the five-year plan and annual plans, business contracts 
concluded or orders as well as standards and indices of economical materials 
use and stoci:keeping. 


(3) On the basis of enterprise planning of demand consumers must hand over 
consumer demand data to the superior organ for the purpose of coordinating 
the economically justified demand for the crucial headings established with 
the valancing or balance-assigned organs. Before handing over these data 
the consumers must coordinate the material-technological supplies for their 
production and service taskswith their most important suppliers. Supply 
problems arising in this connection, which, after reviewing all aspects, 
they are unable to decide upon on their own responsibility, are to be sub- 
mitted by the consumers to the superior organ for decision or the initiation 
of a decision. 


(4) With respect to the balance parts allocated to them consumers are en- 
titled to require the suppliers fully to meet these balance parts by means 
of supply or service contracts. 
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Article 20 


(1) The superior organs of consumers or organs equated with them as to 
function (hereinafter designated organs competent for consumers) nust on 
sure the planning of the demand for products important to the econamy frow 
the aspect of the consumer, They must do so to the extent of the headings 
provided in the balance register for their sphere of responsibility. This 
planning must be based on evidence of the technically and economically jus- 
tified demand by the respective progressive standards, normatives and in- 
dices of economical materials wanagement and stockkeeping. 


(2) The organs competent for consumers are obligated 


a) To assess and review consumer demand planning established in paragraph 1 
in accordance with economic requirements, initiate necessary changes for 
the improvement of material management and supply efficacy, to suauarize 
demand data and submit them to the appropriate balancing or balance- 
assigned organs as the basis of balance coordinations; 


b) To differentiate to the fund holders the balance parts received and con- 
sumption, taking into account the material assurance of tasks crucial to 
the economy, especially the tasks for the transfer to production of the 
results of science and technology, centrally planned investment projects, 
p.ant export projects, socialist rationalization and exports of products 
profitable in terms of foreign exchange. At the same time they must no- 
tify the balancing or balance-assigned organs; 


c) To differentiate to the consumers the state plan targets for raising the 
efficacy of materials management including the use of secondary raw mate- 
rials; they must also notify the balancing or balance-assigned organs; 


G) to adopt or initiate the necessary decisions in case supply problems 
emerge, which cannot be dealt with by the consumers on their ow respon- 
sibility; 


ec) fo take the decisions required as per article 12 paragraph 1; 


f) To ensure that the use of raw waterials and substances generally proceeds 
on the basis of confirwed standards, normatives and indices of economical 
waterials use and stockkeeping consonant with the scientific-technologi- 
cal standard, and that machines and equipment as wel! as plant are effi- 
ciently used and profitably employed; 


g) To have the consumers furnish the appropriate evidence in plan defenses 
and reports relative to the status of contract conclusions, the results 
of measures for the enforcement of economical materiais use, the develop- 
ment of storage, reserve and warehousing management consonant with eco- 
nomic requircwents; 
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h) Prowptly to reduce the funds available to the consumers if any part of 
demand requirements io unjustified and, at the same time, request the 
appropriate correction of the financial funds and call the perpetrators 
to eccount; 


i) To appraise the results of consumer reporting and use them as bases for 
the further handling of supply tasks, 


(3) The organs canpetent for consumers wust review the imports appropriated 
in accordance with the relevant regulations, 


(4) The organs competent for consumers are entitled 





a) To redistribute balance parts within the scope of their state plan tar 
gets and in coordination with the balancing or balance-assigned organs, 
unless other provisions have been made; 


b) To reject demand polls regarding product headings which contradict the 
extent of consumer data established in the balance register; 


c) 10 reject restrictions on purchases for product heedings if these are 
not included in the nomenclature of products for which the balance parts 
are issued 


(5) The organs competent for consumers must organize the systematic super- 
vision of consumers regarding the accomplishment of the tasks listed in 
paragraphs 1-3, At the same time they ust check the observance and econo 
ical utilization of the balance parts and make supply effective the neces- 
sary conclusions in the preparation and implementation of the economic plan, 


Tasks, Duties and Rights of Balancing, alance-Assigned and 
Balance-Confirming Organs 


Balancing Organs 
Article 21 


(1) In their capacity as balancing organs the State Planning Conmission, 
ministries, combines, economy managing organs and enterprises must, by con- 
stantly balancing the yield, actively affect the guarantee of a stable and 
dynamic rise in the efficiency of the economy as well as the demand and the 
effective use of the products. They must in particular start from the ba 
sic requirements listed in articles 6 and 7. This should be done in coop- 
eration with combines, production enterprises, the organs of the foreign 
trade, the domestic trade in consumer goods and means of production, other 
economy managing organs and scientific institutions, The heads of balancing 
organs adopt baiance decisions as per artic.es 10-14, 
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(2) in particular with respect to the planned organization of supplies for 
the public, the economy, the state and the export trade the balancing orm 
gans have the following tasks: 


a) To review the demand for products crucial to supply end important con- 
sumers on the basis of progressive standards, normatives and indices of 
economical materials use and stockkeeping, indices of the utilization 
of available basic assets, utilization and efficiency proofs and their 
own computations ; 


b) To secure the waterial-technical supply needed for production and ser- 
vice tasks and, in particular, balance the material-vechnical security 
of the tasks involved in science and technology, socialist rationalize 
tion and crucial projects and tasks, furthermore the demand of supply 
sectors 7710 and 7770 and demand @ewed of equal importance as per cen- 
tral instructions; 


ec) To secure appropriate and stable supplies for the public on the basis of 
supply plans and, when assessing the demand for consumer goods, ensure 
cooperation with the organs of the domestic consumer goods trade--start- 
ing with the ongoing analysis of demand development and supplies avaii- 
able. 


d) Lm coordination with the trade in means of production to establish the 
o.anned component deliveries needed for the accomplishment of that 
trade's supply tasks anc +o assist the application of the funds listed 
in the balances; 


©) To ascertain the demand for products pre-assigned by earlier decisions 
on material funds for subsequent plan periods, and to base on this the 
npreparation of waterials, equipment and consumer goods balances of the 
five-year plan and annual plans; 


i) Yo affect econanical materials use by the consumers as well as the ef- 
ficient use of equipment, especially by the application of progressive 
stmidards and indices, the lowering of specific materials use and mate- 
rials substitution, as well as--in accordance with economic requirements 
and possibilities, establish stocks at suppliers and customers on the 
basis of confirmed standards and indices. Here the results of special 
consultations with the linister for Materials lianagement are to provide 
the bases. 


Article 22 
(1) In the discharge of their balance responsibility the balancing organs 
are authorized and obligated to enforce economic requirements even outside 


their scope. They therefore may, for the benefit of state plan and ministe- 
rial balances, 
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a) Kequire producers (with the involvement of the competent superior organ) 


b) 


c) 


d) 


e) 


f) 


to provide computations of possible improvements in performance s0 as to 
meet the economically justified demand and sales conceptions on the effi- 
client use of highly productive equipment and plant, crucial energy sour- 
ces, Taw materials and substances, and consumer goods, They may also re- 
quire them to submit conceptions and computations for the increased use 
of secondary raw materials, To this end and in agreement with the com 
petent superior organs checks are to be carried out or initiated at the 
producers, The result of these checks are to be evaluated, and they 

are then to be made plan or balance effective; 


Require state organs and economy managing organe involved in output and 
use to adopt the necessary plan decisions as per article 12 paragraph 1; 


Together with the enterprises of foreign trade to precisely define the 
state plan targets for imports by way of coordination protocols and, on 
that basis, issue instructions on imports in terms of volume, assortment, 
quality and date. Here all possibilities for import savings and the ef- 
ficient organization of imports within the framework of the total yield 
mist be used, taking into account the possibilities for substitution and 
in cooperation with the competent state organs, combines and economy man- 
aging organs; 


In agreement with the competent state organs and economy managing organs 
carry out or initiate checks on the observance of standards, normatives 
and indices of materials management and stockkeeping and state use regu- 
lations, especially at the main consumers, The results are to be evalu- 
ated; 


liand over to the organs competent for the consumers the state plan target 
"balance part" for the headings established as per the balance register; 


For the improvement of the speed of reaction in the case of demand chan- 
ges, especially with regard to the five-year plan period, to establish 
balance reserves as non-distributed yield in accordance with valid regu- 
lations and the directives issued by the balance-confimming organs. These 
reserves mst be documented in the materials, equipment and consumer 
goods balances. 


(2) Starting from scientific-technological requirements and demand develop- 
ment the balancing organs must, for the purpose of the proportional devel- 


opwent of components and replacement parts, imsose the corresponding re- 
quirements on the producers, 


(3) To lower planning costs the balancing organs must concentrate the ex- 
tent of the data and documentation provided in materials, equipment and cor- 
sumer goods balances on the indices of yield and use crucial for balancing 
the material-technical proportions and interrelations, the justification of 


specific consumption and decision-making proposals with regard to meeting 
the economically justified demand, 
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(4) ln cooperation with the producers and foreign trade onterprises the bal- 
ancing and balance-assigned organs are responsible for the suppliers report- 
ing of production, imports and use by fund holders or supply sectors in ac- 
cordance with the materials, equipment and consuner goods balances, as per 
the regulations of the Central State Administration for Statistics, By their 
systematic analyses they must appraise reports from suppliers and consumers, 
discover reserves and at an early stage settle newly arising problems, espe- 
cially problems of performance development, or initiate such settlement. 


(5) Decisions taken in the course of plan implementation and involving sub- 
Stantial amendments to confirmed cambine and enterprise balances must be 
ascertained by the balancing organs. Amended combine and enterprise bal- 
ances must be submitted for checks and confirmation to the heads of the bal- 
ance-confirming organs in the first .onth of each quarter. The confirmed 
anended balances are mandatory bases for balance reporting. 


Article 23 
(1) For the preparation and execution of comprehensive balances the balan- 
cing organs listed in the balance register primarily carry out the follow 
ing tasks: 


1, The coordination of the process of preparing, drafting and realizing the 
comprehensive balances; 


2, The assurance of the balancing of all balances included in the comprehen- 
sive balance by standardized principles; 


5, The preparation of targets and their assignment 


a) To balance-assigned organs for the preparation of variants with re- 
gard to the comprehensive balances, 


b) To the balancing organs to guarantee the agreement of the various 
balances with the aims of the comprehensive balances, 


c) To the superior organs of consumers in order to enforce economical 
materials use and stockkeeping; 


4, The preparation and initiation of decisions on the comprehensive balances; 


5. The preparation of comprehensive balances and their submission to the 
balance-confiming organ; 


6. Checks by balancing organs in the preparation, drafting and implementa- 
tion of the various balances. 


(2) In the discharge of their responsibility for the individual balances in- 
cluded in the comprehensive balance the balancing or balance-assigned organs 
involved in comprehensive balancing are obligated 
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a) To submit the respective individual balances for coordination to the 
balancing organs responsible for the comprehensive balances, 


b) To cooperate in the synchronization and coordination of the camprehen- 
sive balances, 


c) To take into account the instructions by © balancing organs respon- 
sible for the comprehensive balances in i." preparation, coordination 
and implementation of the individual balances included in the respect‘ ve 
couprehensive balance with respect to appropriate production and effec- 
tive utilization, 


Article 24 
Balance-Assigned Organs 


(1) In cooperation with the State Planning Commission the balance-respon- 
sible ministries must involve the balance-assigned organs ii ‘e process 
of drafting and implementation of balances and-hand the econu. ~ require- 
ments over to them, 


(2) In their capacity as balance-assigned organs combines and econumy man- 
aging organs must, on the basis of the preset balances of the state plan 
nomenclature confirmed by the Council of Ministers and the instructions by 
superior ministers, prepare and coordinate the state plan and ministerial 
balances, especially by the preparation of suggestions on the development 
of efficiency, the improvement of materials mamagement and the satisfaction 
of the economically justified demand. They mst also implement them in the 
process of plan fulfillment by the organization of production and efficient 
cooperation relations. 


(3) The heads of balance-assigned organs are obligated actively to dfect 
the appropriate yield, demand and effective use on the basis of the respec- 
tive state plan and ministerial balances, They are obligated to make as- 
sortment and delivery decisions for the smooth flow of material-technical 
supplies to the public and the econamy, and to safeguard exports. This is 
to be done to actualize the state plan and ministerial balances in coordi- 
nation with centrally confirmed balances, If problems arise from assort- 
ment and delivery decisions for economic efficiency and the development of 
the capacity of important industries, these provisions are to be submitted 
--complete with suggestions--to the balance-responsible ministers for their 
decision. In the interest of smooth-flowing supplies it is necessary to 
ensure prompt and unbureaucratic decisions. To be included here are funds 
and stock reserves not used or returned, 


(4) The balance-assigned organs are obligated in the preparation and imple- 
mentation of the state plan and ministerial balances closely to cooperate 
with the balance-responsible ministries and, via these, with the State 
Planning Coumission and the supply sectors. 
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(5) Balance-assigned organs have the following special tasks in the prepa- 
ration, drafting and execution of state plan and ministerial balances: 


a) Preparation of the drafts of state plan and ministerial balances on the 
basis of preset balances and balance directives, and their defense to 
the balance-responsible ministers; 


b) The exertion of influence on the assurance of the planned production end 
a dynamic and permanent rise in capecity to meet the economically justi- 
fied demand; 


c) The ascertainment of the economically justified demand by way of using 
the standards and indices of materials use and stockkeeping, reviewing 
the demand and the standards and indices of consumption as well as of 
stocks by key points and at the main consumers. The development of ef- 
ficient market research in cooperation with the trade organs and of 
their own demand computations; 


d) Coordinations in the process of the preparation and implementation of 
materials, equipment and consumer goods balances with the economy man- 
aging organs, organs of foreign trade, domestic consumer goods trade 
and trade in the means of production acting as fund holders or superior 
organs of the producers; 


e) Ongoing work on the implementation of balances on the basis of the in- 
structions issued by the superior balance-responsible minister, and 
checks of the enterprises involved in the yield with regard to balance 
implementation and the preparation and evaluation of reporting on the 
development of yield, consumption and stocks; 


f) The preparation and suggestions for decisions on necessary imports by 
the balance-responsible ministries or the State Planning Commission, in 
accordance with legal regulations; 


2) The development of material resources by lowering consumption in respect 
to stocks, the use of secondary raw materials and the yield of other as- 
sured sources. 

Article 25 
Balance-Confirming Organs 
(1) The materials, equipment and consumer goods balances to be drafted are 


confirmed in accordance with competence as per article 3. The same applies 
to balance amendments. 


(2) For the purpose of carrying economic requirements, waterial-technice! 
proportions and interrelations, balance-confirming organs are obligated 











a) To undertake the econamic appraisal, review and coordination of the 
drafts of "aterials, equipment and consumer goods balances on the basis 
of preset balances am their own computations, 


») To supervise the observancs of state instructions on the drafting of 
pians and balances, 


c) To coordinate the taske arising from balances with other plan parts, and 
the requirements of other plan parts with the balances, 


(3) The balance-confirming organs are entitled and obligated for the exp\oi- 
tation of material resources to assign targets to the balancing organs or 

to request submission of revised materials, equipment and consumer goods bal- 
ances if the balance drafts do not or not entirely meet the economic require- 
ments, The sane applies to balance anendnents. 


Article 26 
The Trade in Means of Production 


(1) On the basis of plans and balances and business contracts the trade in 
means of production must supply to the consumers appropriate products of the 
trade assortment. By rational trading operations it must contribute to the 
efficiency of cooperation relations in the econamy. The trade in means of 

production must assign priority to the delivery of products of its trade as- 
sortment for the accomplishment of tasks of the state plan science and tech- 


nology. 


(2) By planning demand and stocks the economy managing organs of the trade 
in means of production must effectively assist the preparation of materials, 
equipment and consumer goods balances for products of the trade assortment 
and, by close cooperation with suppliers and consumers as well as balancing 


ov balance-assigned organs, influence demand appropriate production and sup- 
piles. 


(3) In order actively to influence dumand the economy managing organe of the 
trade in means of production are entitled, in coordination with the balancing 
or balance-assigned organs, to conduct demand defenses with regard to supply 
key points, including stock checks at the consumers. 


(4) In order to safeguard its economic supply tasks the trade in means of 
production must develop its own skilled demand planning coupled with the use 
of specific types of demand documentation as well as electronic data proces- 


sing. 


(5) To safeguard the continuity and stability of supplies for the customers 
who obtain products via the trade in means of production, the justified de- 
mand of the trade in means of production must be met by the balancing organs 
within the framework of the balances. 
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(6) The economy managing organs of the trade in means of production are en- 
titled for selected products to submit to the balancing or balance-assigned 
organs proposals for balance or assorument decisions for use with regard to 
the balance and supply parts of the trade in means of production, 


Article 27 
Taske, Duties and Rights of Balance-Responsible Central State Organs 


in their balance sphere balance-responsible central state organs must direct 
the preparation and drafting of materials, equipment and consumer goods bal- 
ances of the five-year plan and annual plans in order to secure material- 
techni-al proportions, especially between components and finished products. 
They wust also supervise the lementation of balances. in order to do so 
they draft preset balances and ance directives. 


Article 28 
Dalance-Responsible Ministries 


(1) In the preparation and drafting of materials, equipment and consumer 
goods balances tor the five-year plan and the annual plans, and to secure 
appropriate yields as well as steadily improve materials management, balance- 
responsible ministries are obligated in particular 


a) With the involvement of the balance-assigned organs to draft proposals on 
preset balances of state plan headings coupled with the appraisal of the 
results of Long-term balancing and the analysis of plan implementation, 


») To prepare preset balances for the drafting of ministerial balances and 
supply them to the balance-assigned organs; 


c) To publish balance directives for the preparation of the drafts of select- 
ed vital materials, e~1ipment end consumer goods balances, especially for 
the assurance of the _ eatest possible supply stability and the improve- 
ment of materials management as well as for the development of reserves 
tor raising efficiency; 


d) To review the drafts of state plan and ministerial balances defended by 
balance-assigned organs, coordinate indices on production and demand de- 
velopment with the competent state organs, and hind over the drafts to 
the State Plan Commission, accompanied by suggestions for important 
problems which, after the investigation of all possibilities, they cannot 
decide on their own responsibility; 


e) To coordinate the indices on public demand and potential availability 
with the Ministry for Trade and Supply; 


f) Yo direct and supervise balancing and balance-assigned organs in the dis- 
charge of the tasks, duties and rights assigned them; 
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¢) To ieeue estate plan targets for the yield from production and other or- 
gane involved in the yield; 


h) To fix short order and delivery delays regarding products for the 
material-technical assurance of sacientific-technological tasks, for 
Which demand cannot be specified at the time of order placement or con- 
tract conclusion cut-off dates; 


i) To enforce strict criteria for the plaming and review of imports as per 
the inatructions in effect. 


(2) Balance-responsible ministers confirm the combine balances to be pre- 
pared in the responsibility of general directors of combines and heads of 
economy managing organs as per article 3 paragraph 6. 


(3) Halance-responsible ministers are responsible for the planned implemen- 
tation of their balances. They gust settle ams emerging in the course 
of plan implementation, which carmot be sett by the general directors or 
heads of econamy managing organs on their own responsibility. 


(4) To ensure a yield responding to the ts of the proportional 
deveiopment of the economy as well as the lopment of the economically 
justified demand, ministries are to be appointed balance-responsible state 
organs for the products summarized in the product groups (four and five di- 
gits) of the product and services nomenclature, which are not balanced as 
per article 3, These provisions have to be issued together with the balance 
register. For selected single products which are not balanced as per ar 
ticle 3, balance-responsible ministries may appoint combines or economy man- 
aging organs and propose them to the Ministry for Materials Management for 
inclusion in the balance register. 


Article 29 
Ministry for Materials Management 


(1) On the basis of the key tasks for th» development of materials manage- 
ment and secondary rew materials management the Ministry for Materials Man- 
agement drafts the central materials managerial tasks and projects and, in 
coordination with the State Planning Commission, passes them on to the heads 
of the competent central state organs for incorporation in plans and balan- 
ces. Any changes in these tasks and projects require the approval of the 
\linister for Materials Management. 


(2) in the course of the preparation of plan drafts by the industrial minis- 
tries the ministry ensures the review of vital headings of 

and ministerial balances regarding the development of demand and yield, 
taking into account the economical use of materials and 

ing. For that purpose it submits to the ministries and 
Comission justified and computed proposals for long-term and stable demand 
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euppiies. To ensure the efficient use of vital raw waterials, materials and 
components the tinister carries out dewand defenses, 


(3) im cooperation with the heads of other central state organs the Minister 
for Materials Management guarantees the settlement of economic problems re- 
aye By ee - supplies, He coordinates the necessary weasures 
and 8 the pertinent decisions, lie is entitled to raise objections to 
the confirmation of materials, equipment and consumer goods balances with 
the heads of thecompetent central state organs, and to suggest different 
approaches, 


(4) by means of the central balance inspection (including the state lumber 
inspection) and in cooperation with the State Planning Coumission and other 
state supervisory organs the Ministry for Materials Planning ensures checks 
in ail sectors of the economy with respect to the waterial-technical sup- 
plies needed to fulfill the five-year plan and @wual plans by economic key 
points. in cases of infringement of the state order in the field of the 
balancing of materials management tasks and the use of materials and stock 
roepine» the winister issues mandatory directives for the restoration of 
legality. 


(5) In cooperation with the other competent central state organs the Minis- 
try tor Materials |ianagement enforces state supply policies in the centrally 
uanayed trade in means of production. In accordance with economic needs and 
in coordination with the competent balance-responsible minister, the Minister 
for hiaterials Management may provide for the temporary operational contro! 

of supplies of vital raw materials, materials and component products by the 
economy managing organs of the trade in means of production, 


Article 30 
State Planning Commission 


(1) On the basis of the resolutions of the Socialist Unity Party of Germany 
and the Council of Ministers regarding the planned proportional deve lopment 
ol the national economy, the State Planning Coumission prepares decisions 
for the Council of Ministers with reference to basic issues of materials, 
equipment and consumer goods balancing. On behalf of the Council of Minis- 
ters the chairman of the State Planning Commission adopts decisions on the 
drafting of state plan balances. To that end he is authorized and obligated 
to issue assignments to ministers and heads of other central state organs 
within the scope of their responsibility, and to require them to supply the 
necessary computations and data. 


(2) In the course of materials, equipment and consumer goods balancing the 
State Planning Commission is responsible in particular for: 


a) The product-related advance balancing of the plan appropriation; 
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b) The preparation of preset balances of the nomenclature for the five-year 
plan balances and the state plan nomenclature for the annual plans; 


c) The balancing of products of the state plan nomenclature in their econo 
ic interrelations, In so doing it must take into account the obligations 
arising frow international treaties and international trade agreements; 


d) The adoption and initiation of decisions on state plan and ministerial 
balances and the issue of balance directives to the balance-responsible 
ministries, 


(3) In cooperation with the other central state organs and in the course of 
balancing the State Planning Commission ensures the efficient use of energy, 
raw materials and substances--incl secondary rev materials--, components 
and equipment on the basis of technically and economically justified norme- 
tives and other indices of materials management. At the same time tasks are 
to be assigned to lower production consumption and increase the end product 
While ensuring the development of material stocks and reserves consonant 
with economic needs. 












(4) The State Planning Commission is obligated to review the state plan and 
ministerial balances submitted by the ministries together with their plan 
drafts, especially efficiency targets and proposals for efficient utilize 
tion included therein, as well eas demand documentations, This is to be 
done on the basis of the results of advance balancing and interrelation com 
putations for the benefit of the development of further economic reserves. 
Following this, these balances are to be coordinated and balanced consonant 
with general economic needs. The state plan balances are to be submitted 
to the Council of Ministers for confirmation. 


Section V. 
Stocks and Reserves 
Article 31 
The Establishment and Use of Stocks and Reserves 


(1) To ensure the gmooth flow of the economic reproduction process, planned 
material stocks and reserves must be established and structure rationally 
at the time of materials, equipment and consumer goods balancing, on the 
basis of state plan targets and progressive normatives of stock keeping 
(from the delivery and consumption aspect). The establishment and use of 
stocks and reserves must proceed with the aim, in particular, to raise the 
efficiency of the reproduction process, the security of deliveries and the 
flexibility of delivery relations coupled with the reduction of stock in- 
tensity. 


(2) In coordination with the balance-responsible ministers and the Minister 
for Materials Management, ministers and heads of other central state organs 
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wust iasue instructions for the development of state mandatory and differ- 
entiated minimm stocks for vital items in accordance with the centrally 
established nomenclature, . 


(3) The development of the state reserve provided for in the five-year plan 
and the annual “4 is the mandatory basis of materials, equipment and 
consumer goods balancing. 


(4) Bepecially in the course of the preparation and drafting of plans the 
balancing organs must establish balance reserves in order to improve the 
emooth flow of supplies, Balance reserves are to be shown in the product 
balances, BEntitled to dispose of balance reserves are the heads of the 
balancing organs, unless the head of the superior organ has reserved such 
disposition to himself, The heads of balancing organs way delegate dispo- 
sal authority to the heads of subordinated organs or the organs of the 
trace in means of production together with balance directives with respect 
to state plan quotas, 


(5) An enterprise reserve of purpose or product-related replacement parts 
(breakdown reserve) is to be established to enable enterprises promptly to 
deal with breakdowns of equipment or plant vital to production, The size 
of this breakdown reserve is to be decided by the general directors of com 


bines or heads of economy managing organs, appropriate to the product. 
Article 32 


(1) In coordination with the balance-responsible ministers, ministers may 
establish reserves for selected products (ministerial reserves). These 
must be obtained within the limits of available funds and recorded in the 
balances, 


(2) ‘he nomenclature for the reserves to be established must be decided by 
the respective minister in coordination with the Minister for Materials 
lianagement and the chairman of the State Planning Commission with respect 
to the five-year plan and the respective armwal plans. 


(3) The chairman of the State Plamming Commission is authorized to issue 
instructions for selected sectors, regarding the minimm size of these re- 
serves. 


(4) Entitled to dispose of reserves are the campetent industrial ministers 
in coordination with the Minister for Materials Management. In the case 
of reserves, the winimm size of which has been set by the chairman of the 
State Planning Coumission, his approval must be obtained before they may 
be disposed of, 
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(5) The financing of economic reserves wust be taken into account in the 
(ive-year plan and annual plans, The reserves established are not subject 
to the production or trade fund tax, 


(6) Keepers of reserves wust finance them within the framework of state 
plan targets, The grant of loans on preferential terms to finance reserves 
proceeds in accordance with legal regulations, 


Section Vi. 
Regulations Governing Financial Sanctions and Administrative Penalties 
Article 33 


(1) Balancing and balance-assigned organs which neglect their duties--fixed 
in legal regulations--regarding the discharge of their balancing functions 
by 


a) Delaying balance decisions, in particular by nonobservance of fixed 
dates as per article 11 paragraph 2, 


b) By a balance decision or the proposal for a balance decision extending 
preferential treatment to subordinated enterprises, combines or facili- 
ties to the deteriment of nonsubordinated enterprises, combines or faci- 
lities, 


c) Changing confirmed materials, equipment a@xi consumer goods balances with- 
out obtaining confirmation by the balance-confirming organ, 


may be obligated to pay a financial sanction ranging from M1,000-50,000, if 
they operate in accordance with economic accounting. 


(2) A financial sanction of up to M500,000 may be imposed if duties with re- 
spect to the balancing function as per article 1 were grossly neglected, or 
if substantial economic damage was caused or could have been caused by the 
dereliction of duty. 


(3) The financial sanction is levied by the balance-responsible central 
state organs. The central organs superior to the consumers are entitled to 
appeal to the balance-responsible central state organs with regard to the 
imposition of financial sanctions. 


Article 34 


(1) Combines, economy managing organs, enterprises and facilities which 
have submitted unjustified claims for products to the balancing or balance- 
assigned organs, must pay financial sanctions toc the balancing or balance- 
assigned organs in the amount of 10 percent of the industrial sales price-- 
related to the unjustified section of the claim-, provided they operate in 
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accordance with economic accounting. This holds good also if the unjusti- 
fied claims are forwarded to the balancing or balance-assigned organ by way 
of the supplier or fund holder. 


(2) An unjustified claim is present if 


a) The claim does not correspond to state plan targets, normatives and 
standards of waterials or energy consumption or stock keeping management, 
or if the use of primary and secondary raw waterials, substances or oth- 
er materials provided for in legal regulations does not occur at all or 
not completely; 


b) If the claim infringes the state order in the field of imports by gene- 
rating economically unjustified imports or failing to use them efficient- 
Ly; 


c) Lf the claim does not agree with other plan parts; 


d) 1f the claim results from the inadequate utilization of own supply sour- 
ces at the time of demand planning. 


(3) Financial sanctions as per paragraphs 1 and 2 are not to be imposed if 
reductions in demand claims arise from state plan quotas, the development 

of reserves or the use of above standard stocks, and if the balancing or 
balance-assigned organ is so notified with the delays specified in article 14 
paragraph 2. 


Article 35 


(1) Financial sanctions as per article 33 are paid to the state budget. To 
compensate for the economic disadvantage suffered, the balance-responsible 
industrial ministries or economy managing organs should allocate appropriate 
moneys to the combines, enterprises or facilities disadvantaged by balance 
decisions as per article 33 paragraph 1 letter b. They are to use the re- 
sources of the reserve fund in those cases where the disadvantage can no 
longer be made good by the cancellation or amendment of the balance decision, 


(2) Fifty percent of the financial sanctions paid are to be allocated to the 
reserve fund of the balancing or balance-assigned organ, and in the case of 
enterprises to the reserve fund of the superior organ. If, in accordance 
with legal regulations, the balancing or balance-assigned organs or their 
superior organs do not hold reserve funds, these moneys are to be booked as 
revermes independent of performance and result-effective. The other 50 per- 
cent are to be paid to the state budget. If financial sanctions are imposed 
only at the orders of state control organs, all of the money must be paid to 
the state budget. 


(3) To be applied mutatis mitandi in the payment of financial sanctions are 
the provisions of the contract law on material responsibility with respect 
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to offenses against business contracts, A financial sanction as per ar 
ticles 33 and 34 may be imposed only until the end of the year following 
the dereliction of duty, 


(4) The State Contract Court is competent to decide disputes about the pay- 
mont of financial sanctions as per article 44, 


Article 36 
Provisions on Administrative Penaltices 





(1) The heads and senior staffs of the organs, combines, enterprises and 
facilities involved in the »alancing process must guaranter the exact imple- 
mentation of the tasks, duties and rights as per this decree, Unless dis- 
ciplinary proceedings are considered more suitable, a reprimand or adninis- 
trative fine ranging from M50-500 may be imposed on anyone who, deliberately 
or negligently, in his capacity as head or senior staff member of a state 
organ, economy managing organ, combine, enterprise or facility, offends 
against plan or balance discipline, by either causing or permitting 








a) In contravention of legal regulations the breakdown of state tasks or 
state plan quotas to remain incomplete, 


b) In contravention of legal regulations balanced material funds to be used 
for unplanned tasks or projects, or deliveries and services made in con- 
travention of state plan quotas issued or without the conclusion of bu- 
siness contracts, 


c) Material funds or balance parts which turned out to be superfluous not 
to be returned, 


d) Unplanned stocks to be established. 


(2) Major damage caused (or which could have been caused) by a deliberate 
administrative offense as per article 1, may result in the imposition 
of an administrative fine of up to M1,000, 


(3) The conduct of the administrative penalty proceeding is the responsibi- 
lity of the hads of superior central state organs and chairmen of bezirk 
councils. 


(4) The law of 12 January 1968 on combating administrative offenses-OWG-- 
(GBl 1 No 3 p 101) applies to the conduct of administrative penalty pro- 
ceedings and the imposition of administrative penalties. 
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Section VII, 


Concluding Provisions 
Article 37 


(1) Mindsters and heads of other central state organs are authorized to is- 
sue implementing regulations for their sphere of responsibility. They do 
so after consultation with the chairman of the State Planning Commission, 
the Minister for Materials Management and the heads of other competent cen- 
tral state organs. 


(2) The chairman of the State Planning Commission in coordination with the 
Minister for Materials Management and the heads of other central state or- 
gans issues the methodological regulations required to carry out this de- 
cree. 


Article 38 


(1) This decree takes effect upon publication, Articles 33-36 take effect 
on 1 February 1980, 


(2) Losing effect at the same time is the decree of 20 May 1971 on materials, 
+) and consumer goods balancing--balancing decree--(GB1 11 No 50 
p 377). 


11698 
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HUNGARY 


GOVERNMENT ESTABLISHES SYSTEM TO CONTROL LICENSE TRAFFIC 
Budapest TERVGAZDASAGI ERTESITO in Hungarian No 5, 7 May 80 p 59 


{Text of Joint Decree No 1909/1980 KkM-OMFD of the Ministry of Foreign 
Trade and of the National Technical Development Committee Concerning 
Thematic Information System of Patent Licenses Turnover] 


[Text] In order to make the purchases of foreign technical knowledge and 
results, licenses and know-how (henceforth: license) more systematic, and 
for the purposes of making the guidance of the turnover in patent licenses 
more effective, the National Technical Development Council--on the basis 
of a resolution by the Council of Ministers--has established the Thematic 
Information System of Patent Licenses Turnover (henceforth: LTIR). 


The purpose of the information system is: 


~=to aid in making well-founded decisions concerning the acquisition of 
foreign technical knowledge and developmental results; 


--to enable guiding and leading organs to be thoroughly informed about 
developments on patent license urnovers, and about tendencies in the 
purchase patents. 

At the LTIR, information will be available: 


--on data of foreign patents already purchased by Hungarian economic organs; 


--about patent licenses that are being considered for possible purchase, 
or whose purchase awaits only the appropriate approval; 


--about the patent license purchasing intentions of various Hungarian 
economic organizations and branch guiding organs; 


-~-as well as on the chief data of 
~already purchased patent licenses 


-intended purchases of patent licenses and 
~patent lice.ses made available to each other by the CEMA member states. 
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The registered data will be stored by the LTIR under various headings 
(e.g., the object of the license, the names of the sellers and of the 
purchasers of the license, the year of the purchase, etc.). This will 
make it possible to “interrogate” the data base, and thus find in the 
register the thematic data on the appropriate license or licenses on the 
basis of the various headings. 


Naturally, it will also be possible to interrogate the system under any 
combination of the headings. 


On the basis of the OMFB's [National Development Technical Committee} 
designation, with the approval of the Ministry of Foreign Trade, the 

LTIR's operator will be the INTERCOOPERATION Trade Developing Enterprise 
(1253 Budapest, I. Pf. 53, Attila ut 12). The services of the LTIR can 

be utilized--in line with the terms of the valid decrees concerning data 
handling and secrecy protection, and upon a written request--by the 
ministries, by organs with national scope, and by various institutions 

of the socialist economy. Written requests must be directed to the general 
manager of the INTERCOOPERATION Trade Developing Enterprise. 


The need to protect company business secrets permits only the granting of 
"signalling" information. In such instances, the applicant, on the basis 
of the data supplied to him, must turn to the original source (e.g., to 
the purchasing company) for more thorough information. 


The LTIR will provide detailed information of its services, which until 
further notice is to be given free of charge: 


Intercooperation Trade Developing Enterprise 
Multinational and License Policy Department 

Istenhegyi ut 9/b Pf. 53 

1253 Budapest XII, Hungary 

Telephone: 353-765, 169-967, 169-826; Telex: 22-44-44, 


9271 
CSO: 2500 
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HUNGARY 


EFFECTIVENESS OF INVESTMENT POLICY WEIGHED 
Budapest PARTELET in Hungarian No 5, May 80 pp 50-53 


[Article by Janos Dudas, main department head, Central Bureau of Statistics: 
"The Implementation of Investment Policy") 


[Text] Investments--especially from a long-range viewpoint--play a very 
important role in economic growth, in changing the agricultural system, in 
expanding international economic relations, in increasing competitiveness, 
and not least, in improving living conditions. 


Investment activity has broadened significantly during the years of the 
Fifth Five-Year Plan. This is shown by the fact that between the years 1976 
and 1979 a total of 816 billion forints were expended for this purpose, 
compared with 661 billion during the time of the Fourth Five-Year Plan. 
Investments in past years have expanded the performance capability of raw- 
material production, manufacturing, building, agriculture, transportation 
and communication, trade, and services, and conditions for communal supply 
have been improved. 


Along with these favorable results, difficulties are also well known. 
During the time of the current five-year plan, for example, investments-- 
particularly in the years 1977 and 1978--differed substantially from 
planned levels, they were not adapted sufficiently to conditions of 
economic balance either domestically or internationally, and they did not 
serve unequivocally the demands of efficiency. All this pointed to the 
fact that investment activity had become basically detached from realistic 
possibilities. This was expressed by the strong intensification of tensions 
in the investment market, which persisted until the end of 1978, in an 
increase in unsatisfied demands for construction, and in a significant 
increase in the number of investments in progress and uncompleted. This 
made it necessary to bring investment activity into better harmony with the 
main goals of our present economic policy, improvement of balance in the 
national economy. 


118 





During recent years, a number of decisions and actions have been taken to 
reduce tensions and improve balance in the investment market. Among these 
are; regulation of the outflow of investor purchasing power, restraint on 
the initiation of new investments, and encouragement and assistance in con- 
cluding investments in progress. But stabilization of the investment market 
has been helped by postponement of large new state investments as well, On 
the other hand, the development of the structure of the nation 1 economy is 
promoted by giving preference and financial support to investments to expand 
inventories of hard-currency export goods. In addition to these, the 
modified system of economic regulators introduced at the beginning of this 
year is also helping to broaden decision-making according to principles of 
efficiency, determine optimum expenditures according to feasibility, sup- 
press investments which are not absolutely necessary, increase responsi- 
bility on the part of decision-makers, strongly restrict state support, and 
as a result regulate accumulated purchasing power more methodically and 
selectively. 


Naturally the effects of the correction applied at the beginning of this year 
are not yet visible. On the other hand, the combined effect of actions to 
regulate the investment market in recent years can be felt. The essence of 
this is that investment activity in 1979 already reflects strengthening of 
principles of planning and more pronounced implementation of requirements 
connected with improvement of balance in the national economy. All this 

can be said in spite of the fact that we are still basically only beginning 
to organize the investment market and restore and solidify its balance, and 
the tasks remaining to be accomplished are not insignificant. 


Better implementation of planning is being demonstrated by the fact that the 
main investment directives of the national economic plan were in general 
accomplished during the past year, under conditions in which the plan itself 
directed a reduction. Total investment in the national economy was 225 
billion forints, of which 204 billion was composed of investments by 
socialized organizations, corresponding to the lower limit of the planned 
204-206 billion. Of this amount, a larger amount than planned, approxi- 
mately 93 billion forints, was spent on investments by the central govern- 
ment, and a smaller amount than planned, some 111 billion forints, was 

spent for investments in the areas controlled by enterprises and collectives. 


Last year's total investments by socialized organizations is basically the 
same as the previous year's in comparable terms. This shows that the fast 
growth in investments experienced in recent years has been successfully 
"braked" or stopped. Harmony between creation of national income and 
developmenc of investment activity has improved somewhat, mainly in that 
investment energy has adjusted better to growth of national income. 


Many positive changes can be observed--mainly from the point of view of 
planning and improvement of balance. For example, “he structure of areas 
of investment-decision making has changed. For the first time in a long 
while it happened that state investments grew faster than investments by 
enterprises. So--in accordance with the plan--the state's share of invest- 
ments increased. 
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In the area of investments by the enterprises, a strong suppression of 
unplanned, “creeping” growth has been accomplished. In investments by the 
central government, on the other hand, a basically planned investment acti- 
vity hae been taking place inatead of the delaye that have occurred so 
frequently up to now, in fact atate investments during the current five-year 
plan exceeded the planned level last year for the firet time, 


The amount of large investmente within total state investments increased 
elgnificantly last year. So an increasing share of state investment expen- 
ditures (31 percent in 1979) went for them. With this, harmony between 
planned and actual accomplishment in large investments has improved, In 
place of the large-scale cancellations experienced in recent years, unplanned 
Jelaye have been reduced, This has been made possible on the one hand by 
the fact that large new investments were not begun in 1979 and on the other 
and by spending amounts greater that planned on large investments, concen- 
(rating effective capacity. Of the 38 large investments awaiting fulfill- 
ment in 1979, 9-2 less than planned--were completed, The taske remaining 
in thie area are well illustrated by the fact that the amount needed to 
accomplish the 29 large state investments now in progress is approximately 
100 billion forints, about 3.5 times current expenditures for a single year. 


Among state investments, target-oriented investments (whose share is now 49 
percent) have grown the fastest. Among them, larger-than-planned invest- 
mente have been made in central housing construction, regional water works, 
and railroad transportation. Other state investments--which last year were 
/O percent of the total--have grown in modest proportions corresponding to 
the trend of recent years, 


The greatest proportivaal change--in harmony with investment policy and the 
aime of the plan--can be seen in the investments by enterprises, which make 
up 54 percent of investments by socialized o: ,anizations. This is just 
because the differentiating and restraining effect of modifications in 
regulators have been implemented mostly in this area. As a result, last 
year (in contrast to the practice of a long period of time) it did not 
increase, but just the opposite: the amount of investment by enterprises 
decreased in comparison to the previous year. Before that, 1972 was the 
last year in which investments by enterprises lagged behind the previous 
year. It is a noteworthy phenomenon that in thie area, restraint has worked 
so “well,” that not only did a decrease in amount occur, the volume of 
investments did not even reach the planned level. Before this, a similar 
situation last occurred iu 1973, when investments vy enterprises similarly 
fell below the planned level. 


This is a significant change, because in recent years a large-scale over- 
fulfillment of the investment plan by enterprises has been the rule, This 
situation was promoted also by the fact that development by enterprises of 
sources of funds for the purpose of stock-piling exceed the amount planned. 
The effect of monetary measures during the past year has greatly decreased 
the growth of funds in the enterprises for stock-piling. In 1979 the growth 
was all together 3.2 billion forints, or 1.6 percent. During the past 

year the use of external resources did not reach the planned level either. 
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in the utilization of both internal and external resources by enterprises, 
a atrengthening of selectivity can be seen, Within the amount of credit 
ueed for financing investments by enterprises in 1979, which amount was 

‘ae than planned, the portion of credit extended for investments to increase 
caventories in order to improve international economic balance increased, 
in, @ll, an increasing portion of investment by enterprises i comprised of 
investments to increase export inventories, Our investment policy ineures 
for the long-turn as well priority for investment by enterprises to produce 
competitive goods with a fast return. 


It is noteworthy that after the strong growth of recent years, the number 
and amount of investments by enterprises in process of fulfillment decreased 
last year. Thie circumetance is doubtlese connected with the modifications 
in regulators, and partly with the forcing effect of conditions, but it also 
reflects the beginning of a change in investment attitude by enterprises and 
an increase in prudence, 


A new phenomenon in investment activity by enterprises is the significantly 
emaller number and amount of new investments compared to previous years. 

The number and amount of completed investments in 1979 considerably exceeded 
those of new investments begun: industrial enterprises started 46 percent 
fewer investments larger than 25 million forints in size in 1979 than in the 
preceding year. 


The material-technical composition of investments has changed partly for the 
better, but also partly unfavorably. In harmony with our aims, in recent 
years the portion of machinery investments within total investment has 
increased, and the portion for construction has decreased. Last year, on the 
other hand, and different from trends up to now, the portion of investment 
for construction increased at the expense of investment in machinery--mainly 
because of an increase in the proportion of state investments, which had a 
high proportion of construction. (The share of construction was 4.5 percent 
in 1978, 46.9 percent in 1979; the shares for machinery were respectively 

45 percent and 43.9 percent.) Taking into account the less "active" role 

of construction investment, an increase in the share of investment for 
machinery and a moderation of investment for construction will be justified 
in the future. 





An advantageous feature in the change in the material-technical composition 

is the fact that, in contrast to the previous year's very high level, 

imports have moderated; within that, the portion of investments in machinery 
imported from non-socialist countries has decreased. This shows that in 
harmony with central goals and the development of conditions for international 
balance, the effect of measures for import management is also beginning to 

be realized. This is particularly striking in investments by enterprises: 
expenses for investment by enterprises in the import of machinery from non- 
soci.list countries decreased by some 22 percent. 
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Investment activity will reach ite ultimate goal when investment takes place 
properly, in line with ite function, Ase a result, there is great value 
involved in getting investments underway, The number and amount of com- 
pleted investments last year exceeded both the previous year's level and that 
of the new investments started, and it grew faster than thie year's expenses 
as wel. Thies is favorable, because it shows an accelerating process of 
accomplishment, which is well-known to be a factor that increases productivity. 


We have succeeded in increasing the degree of preparedness of investments 
(which reached an average of 56 percent), The degree of initiating invest- 
mente in progress, which exceeded 30 percent last year, has ‘mproved, 


last year's level of investments basically was the same as the previous year's. 
besides, the increase in completions and the amount by which they exceed 
investments begun resulted in a decrease in the number of investments in 
progress, Thue the trend started previously--according to which the number 

of investments in progress grew faster than the annual expenditure--changed 
during 1979 in a favorable direction. Ase a result of all these things, even 

if not in sufficient degree, we have succeeded in moving ahead in realizing 
the requirement that investment resources must be concentrated on invest- 
ments in progress. 


However, the value of investments in operation even last year lagged behind 
annual expenditures by some 20 billion forints, thus the amount of uncom- 
pleted investments (the amount of which in the socialized sector is some 
195 billion forints) grew. The growth in the amount of uncompleted invest- 
mente was, however, somewhat less the previous year's. Thies is without 
doubt only a modest step forward, 


Just as the results of investment activity are not self-evident, so the 
deficiencies will not stop by themselves from one day to the next. As the 
experiences of last year's investment activity show, we have been able to 
take the first steps. We can, however, expect a successful and fundamental 
change in investment activity only when the desired trends are achieved 
throughout the whole cross-section of investment activity and on a continuing 
basis. 


This year as before, investments which improve balance, expand inventories 
of export goods that can be easily marketed, provide substitutes for 
imported goods, raise the level of productivity, and develop its structure 
are at the center of focus. It must be expected that investment policy 
with ite stricter conditions will not count as a transitional, short-range 
factor. Trends in world economics, the situation of our economy, and the 
level of efficiency in investment activity as well as the reserves therein 
should stimulate us all to evaluate our possibilities more realistically, 
and to make more rational and effective use of every forint and capacity 
expended on their development. This is the guarantee that even without a 
significant increase in investment activity we can intensify its contri- 
bution to raising the basic technical level and increasing productivity. 
Better cooperation among planners, investors, and executives and a deter- 
mined attempt by those who work on and are concerned with investments can 
contribute to a methodical and successful implementation of our investment 
policy. 
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HUNGARY 


BUDAPEST HOUSING CONSTRUCTION EXAMINED 
Budapest FIGYELO in Hungarian No 18, 30 Apr 80 p 3 
[Article by Dr Pal Sandor: “New Housing Settlements; to Tear Down and Build”) 


(Text) in the framework of apartment construction in Budapest, during the 
timeframe of the first 15-year apartment construction plan (between 196) and 
1975), 187,000 apartments were built, and during the period of the Fifth 
Five-Year Plan (1976-1980), we can expect the construction of some 90,000 
apartments. 


Thie meane that in two decades, there will be a new apartment for every 
seventh inhabitant of the capital. 


Despite the quickening pace of apartment construction, it has still not 
been possible to establish a balance between the number of dwellings and 
the number of families. Today, there are still 180,000 families without 
their own apartment living in Budapest, to whom must be added the number of 
those waiting for larger and more comfortable apartments. In addition, 
apartments must also be secured for those living in technically outdated 
buildings that must be torn down. We must also reckon with the population 
moving into the capital city. 


Actual Apartment Increase 


Thus approximately 300,000 to 350,000 new apartments will be needed in Budapest 
in the next decade. To meet this need--beyond the investment situation of 

the moment--it will be necessary to raise the established technical standard 
and the present level of organization. 
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Apartment Construction, Demolition and Apartment increase 
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KEY: 1. Apartment increase 
2. Demolition 
3. Apartment construction 


At present, we build in 5 years as many apartments as we used to build earlier 
in 7 to 8 years. However, it is hardiy possible to divide more among those 
who have been waiting for a long time, since the actual surplus hardly reaches 
a few thousand dwellings annually. 


The Drawback of Industrialization 


The increase of the actual number of apartments, however, is not the same 

as the number of apartments built because the construction of housing settle- 
ments is accompanied by a rising number of building demolitions, as a result 
of which many exchange apartments must be found. 


in the past 20 years, the apartment construction volume grew by 15 to 20 
percent in each medium-range plan cycle, while demolitions doubled every 

S years. The two extremes are characteristic: Budapest's apartment 
construction program was carried out with the demolition of 5,000 apartments 
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between 196) and 1965, and of more than 16,000 between 1971 and 1975; 
77,000 dwellings were built during the first period and 77,000 during the 
latter, meaning that nearly half of the apartment increase was “eaten away" 
by demolitions, 


Naturally, all this is clearly favorable as long as technically and socially 
outdated settlements had to be eliminated, for example, the old Valeria 
settlement or the phase now being completed at the Peaterzebet housing settle= 
ment. in the present areas under reconstruction, however, since buildings 
that are old but still in good condition could not be fitted into the new 
environment=-we are also tearing down an increasing number of relatively 
modern houses and apartments. 


One can mention as examples the housiug settlement of Pestlorine in the 
Vorosmarty St and Barceay St blocs where it was necessary to expropriate 

and demolish family houses most of which were in good condition, houses worth 
millions in Kaszasdulo and Pok Ste in the Third District, or the villa 
district of Cseillaghegy. 


During the next period, we will face several similar problems since the tech- 
nical and moral balance of the buildings in the presently built-up urban 
areas designated for mass apartment construction is relatively mixed. Build- 
ings condemned to demolition can be found side by side with modern buildings 
and buildings suitable for renovation. 


Both professional circles and the population are constantly debating whether 
it is necessary to tear down en masse dwelling houses in good condition or 
even from time to time new dwelling houses in the interest of area uniformity. 


Expropriations 


The reason for the established planning and construction method can be summed 
up as follows: the buildings of the new housing settlements and the con- 
structions to be connected to them are also turned out industrially, thus 
the emplacement of the houses is extremely restricted, on one hand, because 
of size requirements and, on the other, because of orientation requirements. 
in the course of planning, the new buildings can be fitted among old ones 
oniy with considerable difficulty. 


Demolition is also required by the fact that in general, the public works 
supply of new housing settlements can be established in many cases only 
through the demolition of buildings. 


There are areas--primarily along the Danube--where the street level of new 
housing settlements must be raised because of floods or inland water protection 
reasons, thus the family houses standing there must also be torn down. The 
method of heating the existing one- and two-story houses is also causing 
difficulties in the environment of the new 5- to 10- story buildings since 

the combustion product of traditional heating gets into the higher rooms of 

the new dwellings. Financial and other regulatory conditions for the 
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modification of the public works and heating methods of the exieting buildings 
are not ensured, 


In the course of the construction of housing settlements, at the time public 
works ducts and roads are built, it te relatively difficult to ensure normal 
living conditions for the residents of the family houses lying in the 
construction area, The need for demolition is increased by the growth of 

the number of construction areas opened and the length of the completion 
deadlines. Ina given plan period, the higher the number of buildings in 
good conditions utilized in the base of operations, the emaller the 

increase in the number of apartments. ‘Yecause of organizational reasons, the 
apartments already evacuated but not yet taken into hand similarly decrease 
the chances of old and new apartment petitioners. 


Renovate the Outdated 


it can be seen from the data of the year 1979 that the amount set aside 

for expropriations because of apartment constructions is relatively high: 
Budapest spent 874 million forints for thie purpose. During the same period-- 
in the same areas--760 million forints were spent on housing settlement 
school, nursery school, commercial, health-care and services constructions, 
and 575 million forints on housing settlement public works constructions 
(including park and road construction). The amount paid out for expropriations 
would be sufficient to build approximately 2,000 apartments. (These figures 
do not tnelude the value of the dwellings under state ownership since those 
can be put to use without compensation, together with the dismantled public 
works and roads). 


Another cause for reflection is the fact that the average price of requisition- 
ing, an expropriated apartment reaches the expense of manufacturing a new 
apartment (440,000 forints), and that the value of some 20 percent of the 
expropriated dwellings is close to 1 million forints. (Five years ago, the 
average expropriation cost was still half the value of a new apartment). 


It is also worth paying attention to the tendency for the size of the 
apartments eliminated to exceed in many cases the size of the newly-built 
buildings. Among the target group dwellings built in Budapest in 1979, 

5.2 percent had 3 or more rooms, while 17 percent of the dwellings torn down 
had 3 rooms or more. It is true that from the viewpoint of degree of comfort 
and public works supply, the standard of the new apartments is higher than 
that of the buildings torn down, but this can be made up without reorganiza- 
tion; in most cases, there are possibilities for the construction of adjacent 
rooms and supplementary constructions. 


Also, one cannot remain indifferent to the fact that a significant portion of 
those living in family houses in the expropriated areas build a new family 
house after the expropriation and demlition, which ties down a new area 

for public works, not to mention the construction materia and capacity 
needed for traditional construction technology. 
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One can raise the question: why are we not building only on free, empty 
spaces, such as for example, at Ujpalota, Bekasmegyer, Kaposztasmegyer or 
eventually on the Teteny plateau? The experts are of the opinion that the 
opening of these new housing settlement areas--their public works and 
transportation needs--would create such abrupt construction needs, would 
tie down such capacity and money sources that their size just cannot be 
matched. 


Most Important Cost Ltems of Target Group Apartment Constructions in 
budapest in 1979 (million forints) 
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Lacking Interest 


One can also reflect upon the fact that renovations and demolitions did not 
take place in technically outdated areas, while at the same time we are 
carrying out Large-scale building demolition tasks in technically and socially 
sound settlement areas. There are still at present some 32,000 apartments 

in Budapest where one's life is in danger or near danger, and where reorgani- 
zation would truly be urgent. Here again, the most difficult problem is 

that the dwellings in poor condition are located in a mixed (dispersed) 

manner in the various town sections and blocs of the capital. 


The increase of the capital's apartments can be economically solved by 
organically harmonizing the construction and demolition of technically 

and sociologically outdated districts with the renovation and modernization 
activities. Modern industrialized construction and traditional renovation 
and modernization must be applied jointly. The buildings standing in the 
areas under reconstruction could be put to use after expropriation by 
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changing their funccion. The look of the new housing settlements would 
undoubtedly become more colorful inasmuch dwelling houses in good condition 
but temporarily evacuated because of the organization of construction would 
later be fitted into the new environment. On one hand, this would make the 
use of expropriated buildings more economical, and, on the other, it could 
ensure the functioning of nursery achoola, eventually schools, commercial 
and catering industry establishments following the addition of service rooms 
(kitchen, bath, and so on). The lifestyle of the housing settlements would 
be favorably affected if these family houses would be handed over to youth 
clubs or Libraries. 


For several reasons, these are only possibilities at present. Beyond the 
difficulties in planning, the executing enterprises do not possess a 
traditional construction capacity either and thus etay away from construc- 
tions going beyond industrialized execution. Expropriation regulations do 
not promote the preservation of expropriated buildings and their transfer 

to other owners. The reason for this is that the expropriated building 
should be bought off to the debit of the new owner's investment fund and 

it is not certain whether he can fit it into his own management and develop- 
ment plans. 


In Audapest's apartment construction, w* must focus on the increase of 

the number of dwellings as well as the primary requirement of eliminating the 
dwelling shortage, and the acceleration of the pace of construction can be 
allowed to take place only to the limit of rational area acquisition. Until 
the method and regulations for this are worked out, the demolition of 
buildings whose value (440,000 forints per apartment) approaches that of 

new dwellings, must be stopped--must be suspended. 


The use of the competition system would represent a big help in solving the 
task since this relatively complicated task cannot be solved without the 
above-average work of planning experts. Expropriation and connected 
activities are today primarily legal activities and regulation also belongs 
to this sphere. Effective area utilization--beyond the state administration 
ensuring legality--must be fitted primarily as a technical-economic activity 
into the interest and management system. 


| am convinced that any kind of reason which would divert the technical and 
economic organization related to the construction of new dwellings toward 
the path of least resistance is unacceptable, especially in the present 
situation of the national economy. 


2153 
cso: 2500 
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HUNGARY 


EOCENE PROGRAM PROMISES SIGNIFICANT COAL WEALTH 
Budapest HETFOL HIREK in Hungarian 12 May 80 pp 1,3 


{Interview Of Dr Istvan Tamasy, deputy general manager of the Hungarian 
Coal Mining Trust, by Andras Mung: "Where Does the Eocene Program Stand? 
Prospecting Indicates Significant Coal Wealth") 


[Text] Coal wealth. The word has regained its true meaning: throughout 
the world, coal, once again, is worth a fortune. According to the eocene 
program which will considerably modify the features of Hungarian coal 
mining, the mining works being gradually opened or reconstructed will 
provide eocene-age 4,000-calory brown coal, more than half of the country's 
present total output. Exploitation began in 1977. 


[Question] Recently, however, one hears that the pace has slowed down. Is 
it true that the impetus of the work may have stopped? 


[Answer] It is true and it is not. The eocene program approved by the 
State Planning Committee at the end of 1976 calls for the construction of 
a power plant with a capacity of close to 2,000 megawatts at Bicske and 
its gradual putting into operation between 1982 and 1986. Four new mining 
works to be started (Markushegy, Nagyegyhaza, Many, Lencsehegy II) and two 
reconstructions (Dudar, Balinka) have joined forces to serve this power 
plant. The original plans foresaw the further rapid growth of the need 
for energy and the earlier dynamism of its development. Basic changes 
have occurred since then. In conformity with the present carrying capacity 
of the national economy, investments are growing at a more moderate pace, 
and for reasons of rational economy, the need for energy is smaller than 
planned in the past. These factors made it possible and necessary to 
modify the original plans. The putting into operation of the Power Plant 
of Bicske--according to what we know so far--can be expected only during 
the second half of the decade. 


[Question] And what about the opening of the mines? 
[Answer] Here, the program has also been modified but in two directions. 


A new element is that in certain locations, we will need more coal than 
we anticipated. The needs of the population have not decreased, and che 
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Switching of the industrial consumers using coal to other energy sources 
has stopped, Thus the consumers will need and use the coal produced in 
the planned mines and the reconatructed plants from now until the power 
plants will be put into service, The change amounts to the fact that we 
have accelerated and expanded the opening of the Markushegy and Nagyegyhaz 
mines, At Markushegy we reached the first coal seam in April. These two 
plants will produce coal in 1981, 1 year earlier than planned. 


The opening of the other two mines and the reconstruction of the old ones 
will be completed later than originally planned. At Many, construction of 
the mine began last year. The planning of Lencsehegy II is now under way. 
Thus the original program was modified only as far as timing is concerned. 
The goal remains unchanged: the extraction and utilization of a brown coal 
reserve sufficient for 30 to 35 years. Moreover, more recent prospecting 
indicates newer significant coal reserves east of Many and between the 
present eocene field and Dorog. 


[Question] What about manpower and mechanization? 


[Answer] For the construction and gradual prospecting of the new mines, 
the labor force will be redistributed primarily from the worked out mines 
at Tatabany and Dorog. In addition, additional workers will be needed. 
This can be solved--even if with difficulty--in the affected areas of 
Tatabanya, Oroszlany, and Dorog. In the new eocene mines, gallery cutting, 
breaking, loading, coal and personnel transport will be mechanized in a 
complete and complex way. We will utilize the most modern installations 
and methods. Production processes will be harmonized by means of computer- 
ized, dispatcher-system production management. This makes it possible to 
achieve wide-range automation, including considerably safer water-protection 
and ventilation systems than in the past an advance warningof mine dangers. 
As a result of all these measures, the average extraction performance of 
the new mines will exceed that of today's mines threefold. 


2153 
cSO: 2500 
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POLAND 


PAX SEJM DEPUTY COMMENTS ON FOREIGN TRADE RESULTS 
Warsaw SLOWO POWSZECHNE in Polish 12 Jun 80 p 1 
[Editorial commentary by Z. Kom.: "Foreign Trade and the National Income") 


(Text) During the discussions in the Sejm on the results of foreign 
trade for 1979, it was recalled that the plan assumed a further accele- 
ration in the development of exports, above all, through the utilization 
of all the reserves for increasing export production, improving the 
quality of the offered products, and increasing the overall effectiveness 
of trade exchange with foreign countries. To a great degree, these tasks 
were implemented. 


As a result, in 1979 the exports of commodities and the revenues from the 
export of construction as well as from services reached a total value of 
56.4 billion foreign exchange zlotys, which means an increase of 10.4 per- 
cent compared to 1978. The tasks of the plan in this area, therefore, 
were surpassed. 


At the same time, the value of the imports of goods and services in 1979 
amounted to 58.2 billion foreign exchange zlotys, that is, higher by 9.0 
percent than in 1978. The plan in this field was 98.5 percent fulfilled. 
In effect, the debit balance of commodity turnover and the export of con- 
struction and services reached a level of 1.8 billion foreign exchange 
zlotys in both payments areas. 


The export of commodities to the countries of the so-called dollar zone 
amounted to 21.1 billion foreign exchange zlotys and was higher by 12.1 
percent than in 1978. The tasks of the plan, therefore, were surpassed 
by 2.5 percent. The value of achieved imports was in the amount of 24.3 
billion foreign exchange zlotys, which constitutes a 5.7 percent increase. 


Therefore, despite a significant increase in exports, a substantial debit 
balance in goods turnover is being maintained here. It is necessary to 
remember here that in 1979 trade exchange with the capitalist countries 
developed under disadvantageous price conditions. For this reason and 
also because of assortment changes, we sustained losses in the amount of 
approximately 1 billion foreign exchange zlotys. 
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Last year, a further change occurred in the structure of the disposition 
of industrial production. Intensive actions in this field aim at increas- 
ing the export capacities of the economy and also at increasing market 
production while Limiting production of an iavestment nature. The share 
of export production, however, increased slightly, besides, much the same 
as market production. 


Let us acknowledge, however, that changes in the structure of production 
are not easy, for they require the shifting of the production profile of 

4a number of plants and departments to preferred designation directions. 
Despite this, in our judgment, the changes made to the industrial produc- 
tion structure are inadequate; this year the task for their further inten- 
sification was set down. This concerns especially the increasing of 
exports to the countries of payments area II. 


The foreign trade results were a decisive factor in the fact that the 
national income for distribution was lower by 3.3 percent compared to 
1978 and, therefore, to a more significant degree than the generated in- 
come. This was a consequence of the reduction in the debit balance in 
the exchange with foreign countries. Let us add that this process was 
started in 1977. 


Computing at the constant prices of that year, the debit balance of goods 
and services decreased from 5.7 billion foreign exchange zlotys in 1977 to 
4 billion foreign exchange zlotys in 1978 and 2.2 billion foreign exchange 
zlotys last year. In domestic prices (transaction) this means a reduction 
in national income for distribution during the last 2 years by over 40 
billion zlotys. 


The excess of imports over exports is still high, however, for it amounts, 
at domestic prices, to 35 billion zlotys and the bringing of this balance 
into equilibrium is expected only this year. 


these relationships between foreign trade results and the size of the 
national income for distribution is not always, in the end, realized by 
the broader circles of society, nor the fact that, today, the constant 
increasing of exports is a dire necessity, for on this also rests the 
scale of indispensable imports as well as the repayment capacities of the 
foreign credits contracted for the development and modernization of the 
economy. 


CSO: 2600 
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ROMANTA 


RECOVERY , MAXIMUM UTILIZATION OF SECONDARY ENERGY RESOURCE 
Bucharest REVISTA ECONOMICA in Romanian 25 Apr 80 pp 8-10, 13 
[Article by Nicolae Liciu!] 


{Text} In comparison to fuel resources, thermal resources are recovered 
under more difficult conditions. This is primarily due to thermal re- 
sources diversity, their limited transportability, the greater complexity 
of their recovery facilities and procedures, lack of experience in creating 
and operating such facilities as well as the nonexistence till now of 
economical solutions to their utilization. This situation is demon- 
strated by the fact that of all thermal resources produced by industry 
today only approximately 55 percent is being recovered. The extent of 
utilization of secondary thermal resources as studied statistically in 

our country for several years is shown in the accompanying table. Important 
segments in the total volume of thermal resources are those of the heat 

of reaction and physical heat of products and reusable materials (39 per- 
cent), the sensitive heat of combustion gases (33 percent), and the col- 
lected heat of cooling agents (15 percent). 


Over half of all thermal resources produced by industry is utilized in 

the enterprises for the production of steam and warm and hot water by 
recirculating them in technological production units as well as for other 
uses. The quantities recirculated within the various technological produc- 
tion units are counted among the recovered resources. The quantities 

show their influence in the reduction of the energy consumption norms 

of the respective production units. 


In separately analyzing each of the categories of resources mentioned we 
note that less than half of the sensitive heat of combustion gases is 
recovered. This is primarily due to the content of dust and corrosive 
agents, the sometimes low temperatures of the gases and the failure to 
identify potential consumers located nearby. Such situations are to be 
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1 Also see article "Efficient Reclamation of Secondary Energy Resources," 
REVISTA ECONOMICA No 15, 1980 











found in Martin steel mille, cement production furnaces and in the pro- 
duction of carbon black in which the combusted gases contain impurities 
that are depoaiced on the surfaces of the heat exchangers thereby reducing 
the coefficient of thermal tranafer and thus the productivity of the 
recuperator boilers, Furthermore, the corrosivity of combusted gases in 
several types of unite euch as incinerators of serilonitryl inatallations 
and biological purification stations in the chemical industry ard tunnel 
furnaces in the brick and tile industry necesaitates the use of apecial 
materiale in the recuperator boilere and for the anticorrosive protection 
of certain parte of the inatallations themselves, 


Ae ia known, the economic efficiency of the heat recuperatore inetalled 

on the induatrial furnaces ia all the greate when those resources with 
higher thermal potential are tuilized. For thie reason, an initial phase 
involved plane for the use of the sensitive heat of gases in the preheating 
of furnace air and possibly the fuel for the production unit which created 
them as well, thereby increasing the overall productivity of the respec- 
tive equipment. 'owever, in this state only part of the resulting sensi- 
tive heat can be wsed because the temperature of the furnace air is Limited 
by the ignition puint of the fuel used. Although it provides for signifi- 
cant fuel savings, the accomplishment of ‘ust this utilization, customarily 
designated recovery stage I or primary recovery, leads to the evacuation 

of gases at the smokestack at relatively high temperatures of 400 to 

600 degrees C. Therefore, the most advantageous utilization of the sensi- 
tive heat of combusted gases involves its continued use in the future for 
the production of thermal energy in the form of steam, warm and hot water, 
sO 45 to cover certain energy consumption from outside the installation 
(i.e., recovery stage II or secondary recovery). 


While taking into account the varying degrees of difficulty in these 
methods of utilizing the sensitive heat of furnace gases, the documents 
establishing production norme in our country require the priority accomp- 
lishment of primary recovery of thermal resources. Although numerous 
encouraging accomplishments have already been made in the utilization of 
sensitive heat of combustion gases, major possibilities still remain for 
intensifying the recovery of this type of resource that is still being 
lost through dissipation into the environment. Efforts are underway in 
the metallurgical industry that are aimed at contributing to more effi- 
client utilization of the heat of combustion gases in furnaces producing 
dolomites, fire clay, petroleum coke lime and sinterized magnesite; in 
the process of calcining aluminum; from cupola furnaces; etc. 


With the exception of a few situations, including that involving the heat 
of certain petroleum products recovered in the crude oil refining processes 
used for the reheating of raw materials, our industries have made rela- 
tively little use of the physical heat of products. This category of 
resources has also been identified and examined in recent years and the 
necessary steps for their full recovery and utilization are to be under- 
taken. 
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TABLE: 
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RESOURCES: 
TOTAL : 100 33.0 38.6 3,7 9.6 15.1 
A. Recovered: 53.8 15.0 23.1 2.6 7.8 5.3 
1. through reuse in factory 
for: 51.6 14.6 22.9 2.5 6.3 5.3 
~ Production of electricity 0.2 0.1 0.1 -- -- -- 
~ Production of steam, warm 
and hot water: 22.7 426.7 9.6 1.7 2.9 1.8 
- Recirculations within the 
unit, condensation 
back firing: 16.3 5.1 5.1 0.2 3.1 2.8 
- Other uses: 12.4 2.7 8.1 0.6 0.3 0.7 
2. through delivery to other 
factories ard consumers: 1.4 -- -- ~- 1.4 -- 
~ Of which were unites of 
the Ministry of Electro- 
energy: 1.1 -- -- -- 1.1 -- 
B. Unrecovered: 46.2 18.0 15.5 1.1 1.8 9.8 
~ Of which were reusable: 13,1 6.0 5.0 0.8 1.1 0.2 


Source: Calculations based on the "Balance of Primary Energy and Fuels for 
the Year 1978, D.C.S. 


A large part of the heat from slags lost to the atmosphere can be recovered 
by using installations for their dry granulation. Air at a temperature 

of 300 to 350 degrees C is obtained and can be used to preheat the combus- 
tion air for furnaces or for driving turbines with warm air or gases. 
According to certain estimates, the productivity of such installations 
reaches 75 to 80 percent. 


We also find important reserves of physical heat of products in cement 
factories where the clinker exits the furnace at 900 to 1,000 degrees C. 
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A large quantity of heat usable for preheating combustion air or for 
producing warm vater could be recovered by cooling to 200 degrees C in 
apecial drums, te ia estimated that tor every million tone of clinker 
20,000 to 25,000 tons of conventional primary energy fuel can be saved 
in thie manner, 


The recovery and utilisation of the heat of used steam and of condensates 
does not cause particular problema except in those situations where the 
fluide are impurified as occurs in certain processes in the chemical, 
cellulose and paper, food and other industries, But even in such cases 
there exist complex technologies for the recovery of giga-calories other= 
wise lost to the environment. Examples of this can be found at the chemical 
combines at Bragi, Pitesti and Tirnaveni where important savings of primary 
energy are achieved. Continued measures are necessary eo that other 
similar production unite can create installations capable of recovering 

the heat of steam mixed with salte of nitrogen and sulfur. Efforte must 
aleo be accelerated for the recovery of condensates in iron and steel 
combines and for developing the possibilities of recovering the heat of 
steam given off by the forge hammers of machine building factories and 

the heat of condensates in cellulose and paper production units, etc. 


The table shows the emallest rate of recovery of thermal resources being 
attained with the heat collected by cooling agents. These resources have 
been calculated in recent years down to a final recovery temperature of 
30 degrees © (earlier only to 60 degrees C). 





Among efforts to better use thermal energy one also notes the measures 
for recovery of heat from the condensers of the turbines of Ministry of 
Electroenergy power plants by converting them to operate with a special 
vacuum or through the inclusion of special fascicles of condensation 
tubes. These measures were applied to 17 turbines and, in view of the 
resulting economic efficiency, plans have been made to extend this to 

14 more turbines in 1980. Along thie line one should note the efforts 
to convert several condensation turbines of the Doicesti, Mintia and 
Rovinari thermal power plants for supplying heat to certain consumers in 
Tirgoviste, Deva and Tirgu Jiu, respectively. 


Works of research and technological engineering toward identifying optimal 
solutions for utilizing secondary fuel and thermal and superpressure re- 
sources through the designing of adequate recovery equipment were intro- 
duced into the plan for the purpose of accelerating the utilization of 
resources whose recovery is moet difficult. Due to the low rate of re- 
covery and utilization of thermal and superpressure resources, the research 
and studies conducted must place priority on finding technological solu- 
tions and perfecting the needed recovery equipment for these resources 
which represent about 4 million tons of conventional fuel annually. 





The design of recovery systems for the heat of combustion gases from all 
industrial furnaces remains to be perfected. If it is intended that all 
heat be used only for preheating combustion air, as is the case in steam 
energy furnaces, air preheating unite that will produce combustion air 
temperatures of over 500 degrees C must be researched and designed. 
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Toward the goal of complete recovery of heat for steam production in 
recuperator boilers such ae in the converters in steelmaking conditions 
muat be created for reducing the cc \.\inuous variation in the parameters 

of the steam produced and for adapting the coneumera to the apecifics of 
these supplies of thermal agent. Research and studies to determine means 
for the most efficient recovery and utilization of the heat from certain 
induatrial furnaces and technological processes which give off large quanti- 
ties of combusted gases into the atmosphere at temperatures below 300 
degrees © generally produced after the firat etage of recovery will also 
have to be conducted, Referred to here are some exiating furnaces and 
technological inatallationsa, including those acquired from other countries, 
such as Cowper atoves for preheating air in blast furnaces, wet-process 
clinker turnaces, boilers and primary reformers in ammonia production lines, 
ete. The low thermal potential of the combusted gases in these processes 
can thereby aleo be recovered and utilized. Solutions also remain to be 
found for the situations in which preheaters of combustion air are installed 
in the path of the combusted gases in the first stage of recovery while 
recuperator botlere producing steam or hot water are installed downstream 
as in the case of heating furnaces at steel rolling mille. 


Special attention must be paid to examining the possibility of increasing 
the temperature of combustion air in certain types of equipment in the 
metallurgy induetry in view of the fact that for an excess of given air 
the efficiency of the combustion process and the quality of the heat saved 
are all the greater as the temperature of the fuel and of the preheated 
air is higher. It is at the same time necessary to take steps to reduce 
the volume of combustion air, especially in the older unite of the chemical 
industry, along with inetalling equipment for preheating the air and fuel. 


A wide range of research and studies remains to be conducted to identify 

the possibilities for recovering the heat contained in products and material 
resources in the metallurgical, chemical, construction material and electro- 
energy and thermal energy industries such as slabs, metallurgical slags, 
iron agglomerate, ingots, rolled metal products, continuous casted semi- 
products, ashes and cinder from thermal power plants, residual heat from 
chemical facilities and from clinker production lines, etc. 


Solutions are needed for the complete recovery and gultiple use of con- 
densates, for the recovery of used steam and its use in heat exchangers 

or steam transformers and in the production of electrical energy in low- 
pressure turboaggregates during the summer. Research and design agencies 
are called upon to make greater contributions for the recovery and utiliza- 
tion of heat contained in cooling agents of industrial installations. 


Perhaps no other field better {illustrates the need for intensifying the 
research and technological engineering efforts for recovering and utilizing 
secondary energy resources than that of the production and use of heat 
pumps. This has often been written about in the pages of REVISTA ECONOMICA. 
Nevertheless, the results are much too modest in comparison to the existing 
possibilities and needs. The situation is primarily due to the fact that 
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the specialized unite of the machine building industry etiill aet slowly 
in producing the various types of heat pumpa needed by our economy, 
Closer collaboration ia required in thia direction between the Industrial 
Central for Technological Equipment for Chemistry and Refineries and the 
LCPLAP and LCEMENERG [Electric and Thermal Power] Research and Design 
Inetitutes, 


According to certain atudies done under the aegis of the National Council 
for Setence and Technology, the necessary quantity of water-to-water heat 
pumpe with piston compressors of the type for Boghia bathe, considered 
the easiest nade and most usable, will be 600 unite and those with turbo- 
compressors with powers up to 10 Geal/h 13 to 25 unite at the national 
level for the period 1980 to 1985. Just one of the second type of pumps 
can provide the heating and domestic hot water for a city of 20,000 in- 
habitants or can replace the cooling towers of a chemical combine or a 
thermal power plant, recovering and utilizing thermal energy otherwise 
diesipated into the environment. 


The means of utilizing heat pumps are numerous and among the most varied. 
They can be used in fabric production unites and in the condensing of 

soda, nitric acid and salt in the chemical industry, in the iron and steel 
industry, in the cellulose and paper industry, for drying lumber or grains, 
in the electrical and thermal energy industries, in the distillation and 
condensing of juices in the food industry, in textile factories and else- 
where. 


The ineorporation of secondary recovery facilities with heat storage 
facilities is necessary insofar as the cycle of operation of certain 
installations that generate secondary energy sources is irregular and 
consequently does not coincide with the demands of the heat consumers. 
Such is the case with furnaces in the machine building, glass and porce- 
lain, and refractory materials industries, etc. 


Superpressure resources constitute less than 2 percent of the total volume 
of secondary engrgy resources and are principally found in the iron and 
steel industry. The quantities resulting from the superpressures of 
blast furnace gas and in the extractive industry, where the resources 

of pressure of natural gas deposits and transports were calculated, have 
been identified and measured. The study of the possibilities for recovering 
these resources was made part of the research program. A program for the 
creation and installation of expansion turbines was drawn up for the re- 
covery and use of the pressure in deposits. The manufacture of these 
turbines will be undertaken by the machine building units. The installa- 
tion of such turbines to utilize the superpressure of blast furnace gas 

is planned in the blast furnaces at the Calarasi Lron and Steel Combine. 


_—-s = = <= 


* 


2 The volumes of superpressure resources for which recovery is considered 
efficient have a minimum Limit determined by the formula (0 x H)500, where 
Q represents the discharge in kg/s and H the superpressure measured in 
bare. 
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Thie te to be done in such a way that the recovery of the secondary energy 
resources Of superpreasure and their profitable utilization through the 
production of electrical energy can begin aimultaneously with the opera- 
tional atart of the reapective inatallations. This procedure is to be 
similarly extended to the other furnaces with capacities greater than 
1,000 ecuble metera, 


In thie context, we should alao note the studies concerning the recovery 
of thermal energy from certain technological processes of the chemical 
and cellulose and paper induatries, from thermal power plante and others 
requiring the reduction of eteam pressure and currently utilizing reduc- 
tion-cooling stations, Efforts are in progress in the rubber industry 

to replace steam reduction-cooling tnetallationsa with turbo assemblies 
for the simultaneous generation of thermal and electrical energy. It is 
particularly important that the concept of the active circular process 

be the basia of the research and studies to determine the recovery and 
utilization procedures for secondary energy resources. This process pro- 
vides a unitary view of the energy producer-user relationship and the 
successive utilization of these resources based on the temperature level 
needed by the consumers. Certain technological reorganization and re- 
structuring involving grouping of the various processes of the industrial 
platforms to create optimal chains of energy utilization is for this 
purpose surely opportune. Such high-efficiency technological energy 
arrangements for use in the production of nitric acid, synthetic alcohol, 
in the soda industry and others are being studied on an international 
scale. 


We have predominately referred to the research and studies needed to gain 
full value from thermal and superpressure resources. This does not mean 
that research and development is no longer needed in the area of increasing 
the quantities of recovered fuel resources. 


As a practical part of the proposed energy savings programs, particular 
attention must be afforded to research aimed at contributing to the manu- 
facture of new types of recovery equipment and the improvement of their 
constructive parameters. Among them are furnaces with internal recovery 
(e.g., lined inside with porous refractory bricks), heat exchangers with 
thermal tubes and regenerator recuperators with rotating or fixed tables. 
The possibility of increasing the efficiency of heat exchange using con- 
duits with nerves of steel with chrome-molybdenum, aluminum or alloys of 
brass and titanium also needs to be analyzed. The positive experience 
gained in other countries must also be studied. With regard to combus- 
tion gas turbines, for example, heat exchangers coupled with gas turbines 
and recuperator boilers could be used in a series of situations in the 
metallurgical, chemical and cement and construction material industries. 
The possibility of constructing burners with incorporated recuperators 

in which part of the heat is recovered and used to heat the combustive 
air will also have to be studied. 
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The tellowing @uat be kept in view in efforts to inerease the volume ol 
recovery and utilisation of secondary energy resources: 


the updating of equipment stocks, review of economic goale tor recovery 
set years ago, inclusion of methodology problema in the planning and 
atatiatical evaluation of the utilization of secondary energy resources; 


=the identification and elimination of waste of secondary resource through 
the uee of aimple methods and organizational and operational measures 
available to the economic unite (e.g., improved thermal sealing and insula- 
tion, recirculation of the thermal agent, modernization of technological 
processes); 


-=the eatabliahment of a library record of energy balances at the levels 
of enterprises, sections, technological production lines, unit of equip- 
ment, ete., with documentation of the quantities of afferent energy; 


-=the preparation of type solutions for the recovery and utilization of 
secondary energy resources according to the categories of technological 
products, production equipment and production lines, etc., by the research 
and design inatitutes and specialized university departments; 


--the adaptation of the type solutions for the recovery and utilization 
of the various resources to the concrete conditions of the respective 

technological production line, production unit, platform and locality by 
the design offices of production enterprises with the support of the re- 
search and design institutes and the specialized university departments; 


-the establishment of enterprises or sections specialized in the construc- 
tion of recovery equipment and of research and design sections specialized 
in the recovery and utilization of secondary energy resources; 


--the analysis by the specialized industrial centrals of the updated stock 
of secondary energy resources of their subordinate units; the coordina- 

tion of the recovery and utilization studies on the basis of a plan; the 
determination along with the ministries and local agencies of the possi- 
bilities for placing new consumers of secondary energy resources for the 
purpose of creating situations of optimum utilization of the existing energy 
potential; 


--the establishment of the necessary stock of assemblies and equipment 
for the recovery and utilization of these resources at the overall level 
of the industrial centrals; 


-the better coordination of the tasks of recovery and utilization of 
secondary energy resources with the necessary means and continual super- 
vision and study of the fulfillment of the plans established. 
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ROMANIA 


TECHNOLOGY TRANSFER, INVENTIONS AS SOURCES OF INCOME 
Bucharest REVISTA ECONOMICA in Romanian No 20, 16 May 80 pp 7-8 


wap from article by Dr Ioan Georgescu: “Growth of Incomes from 
nvisible Trade"7 


ext7 Export of know-how is one of the fields that can loom very large in 
he structure of Romania's economic exchanges. The present scientific-techni- 
cal revolution is generating a veritable explosion of inventions. About 
1,00, 000-450,000 of them, selected from about 800,000 patent applications, are 
recorded anmally throughout the world. 


In Romania, the OSIM /State Office for Inventions and Trademarks/ receives ov- 
er 3,000 patent applications a year. At the end of 1979, 17,500 national in- 
ventions had been patented and 5,000 patent applications were being processed. 
An increasing percentage of the portfolio of inventions is applied in the na- 
tional economy, and it is now about 40 percent, or 7,000 inventions. The 
question naturally arises, what becomes of the other 60 percent? It would be 
ideal to achieve an industrial development in Romania for the highest possible 
percentage of the inventions reserve as an important factor for the greater 
competitive power of the list of exports, especially since patent holders are 
most often state institutions or enterprises, But the possibilities of appli- 
cation in Romania are limited because the discoveries ranking as firsts in the 
world and the breakthroughs on the scientific front are likely to be made to- 
day in the peak fields of science, where their development and industrial ap- 
plication are very expensive, 


For example, the portfolio of inventions on OSIM's list has the following struc- 
ture according to sectors of material production: I, Chemistry and the drugs 
and plastics industry: about one-third; II. Machine building: 28 percent; and 
ITI. Electronics and electrical engineering: 14 percent. 


Complete exploitation of this major economic potential, with a lifetime now 

estimated at only 6-7 years (for inventions), requires more participation in 
the transfer of technology. De Solla Price discoved a statistically regular 
correlation between a nation's wealth (expressed as a proportion of the gross 
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world product) and the extent of its scientific effort (expressed by the num- 
ber of original seientific works published), which is also a quantitative in- 
dication of the contribution of science as a productive force to economic 
rrowth. 


In view of the first characteristic of innovation today, namely the large Vo- 
lume of investaente needed for development that tends to limit the possibili- 
ties of industrial application of inventions on the national economic level, 
and the second characteristic, namely the accelerated rate of renovation of 
the products and processes (for example, the progressive shortening of the 
lifetimes of the generations of electronic computers), extremely great flexi- 
vility and professionalism are required in marketing the rights to intelleo- 
tual ownership regardless of the concrete form it takes, 


Organizing and Planning Export of Inventions 


Export of licenses has been planned in the USSR since 1967 in view of these 
requirements for promotion of exports of technology. Proposals for the draft 
export plan are formulated by scientific and industrial groups, research cen- 
ters, study bureaus, universities and enterprises. The USSR State Committee 
for Inventions and Discoveries examines the proposals received through minis- 
tries and departments and submits the draft plan to the State Planning Commit- 
tee after it has been analyzed by the State Committee for Science and Techno- 
logy and the Ministry of Foreign Trade. 


Fulfillment of the State Plan for Sales of Soviet Licenses Abroad is control- 
led and analyzed annually by the USSR State Committee for Inventions and Disco- 
veries, thus contributing to promotion of exports of such intellectual products. 
rhe ministries' responsibilities for the quality and suitability of the inven- 
tions offered for export and for adoption of all measures essential to execution 
of the plan have been augmented recently. The founding of Licensintorg, the 
specialized central office for foreign trade, lent a powerful impetus to promo- 
tion of Soviet trade -n licienses, 


Understanding of the mture of the license trade led to the formation of the 
National Research Development Corporation (NRDC) in England through the Law on 
Jevelopment of Inventions in 1948, It functions as an independent firm for 
Cinancing research and development and covers its outlays out of the collecti- 
ons from sales of licenses and royalties. Its functions are development of 
inventions created in universities and government research institutes up to a 
commercially viable point and financial support of British firms in applying 
their own or the NRDC's inventions and in implementing projects for developing 
new products and technologies, In Hungary Novex, a limited liability company 
for developing and marketing inventions, functions as a joint stock company 
with Hungarian state enterprises interested in research and development and 
transfer of technologies to and from Hunhary as shareholders, The main pur- 
pose of the enterprise is to facilitate contact between the products of re- 
search and development activity in various sectors and its potential benefici- 
aries at home or abroad. Meanwhile the firm relieves the inventors of the 
difficult tasks of asserting rights of intellectual ownership, concentrating 
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their energies upon creative technical-scientific work, The research and in- 
dustrial unite holding shares in Novex, especially those in the machine build- 
ing field, sign contracts with the firm for a single project or contracts for 
long-term cooperation on exploitation of research and development results and 
industrial production of the inventions, thus expediting their practical ap- 
plication as far as possible through professionalism in organising certifica- 
tion, selection and improvement of the inventions and new industrial processes 
up to the point of an industrially viable patent. 


The foregoing examples, to which many others could be added, demonstrate the 
necessity of an enterprise specializing in development and marketing of inven- 
tions. Otherwise many technical-scientific ideas cannot be developed to the 
point of industrial or commercial interest by the inventor's own resources, 

or they are not patented until they become obsolete for lack of an organisati- 
onal framework like the above-mentioned, And sometimes original technical id- 
eas oceur in units that cannot develop them industrially, In these cases the 
company can take over the technical and material support for further improve- 
ment of the innovation until the elements are structured that are essential to 
ite recognition as a invention by a patent. International experience shows 
that all these enterprises are viable and profitable and have an important ef- 
feet oon acceleration of the technical innovation throughout the national 
economy and upon the export potential of the know-how, 


The operation of such structures in the exploitation of the technical-scientif- 
ic potential has enabled Licencia, the Hungarian firm for importing and export- 
ing intellectual products, to achieve an annual export rate of 5-7 percent of 
the total mumber of licenses registered, And in the USSR the transition to 
planned export of inventions and the operation of Licenzintorg, a specialized 
central office, doubled the supply of inventions during the Ninth Five-Year 
Plan and tripled the exports. 


Because of dispersion of the efforts to export and import licenses among vari- 
ous combined export and import enterprises and their inclusion in the total va- 
lue of the deliveries, no clear technological balance can be struck now on the 
level of the national economy, to the detriment of the patents policy. 


Every invention patent should be the subject of market research to determine 
and select the markets to which it can be exported and consequently where it 
must be protected, This activity should be viewed in evolution and made per- 
manent, for purposes of accompanying elimination from the list of protected 
patents those that have become obsolete ani no longer warrant payment of the 
respective fees. In the meantime protection of invention patents on the for- 
eign markets without any active, well-organized marketing policy, like that ef- 
fected by Increst-Pucuresti, can result in deficits in the balance of payments. 


In the next five-year plan the funds for financing scientific research and 
technological development will be up about 50 percent from the 1976-1980 plan, 
so that research can completely resolve not only the problems of technological 
development but also those of application of the research results to produc- 
tion. The main results of this new approach to research and development 
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problems will include introduction and expansion of 1,300 advanced technolo} 
gies in the economy, An extraordinary potential is also created here for ex- 
panding exports of know-how, 


The price for which an invention can be sold is higher the more advanced the 
stage of development is in which it is offered, whether it is in a laboratory 
stage, a pilot stage, or one of semi-industrial or industrial exploitation, 
because the risk to the licensee is reduced proportionally. Therefore the 
possibility of supplying industrially verified technologies for export is an 
especially valuable economic potential that must be adequately exploited on 
the foreign market, 


According to Decree No 776 of 1979 on Some Measures to Improve Foreign Trade 

Activity, all enterprises specializing in foreign trade in the machine build- 
ing field (14 in number) now have functions of exporting and importing licens- 
es, studies, know-how and engineering projects and other engineering services, 


The following have such functions: Romagrimex Foreign Trade Enterprise in the 
field of agriculture and the food industry; the Geomin and Rompetrol enterpris- 
es for economic cooperation with foreign countries in the field of mines, pe- 
troleum and geology; Forexim in the field of forestry economy and construction 
materials; Romelectro in the field of electric power; Contransimex for construc- 
tion-installation projects and installations in the field of transportation 

and telecommunications; and Arcom in the field of industrial and civil construc- 
tions «= in addition to the activity of the Romanian Consulting Institute. 


These unite are faced with the task of conducting an active policy of promoting 
the potential of the respective economic sectors for exporting know-how in ord- 
er to achieve Romania's best possible technological balance. 











ROMAN LA 


AERONAUTICAL RESEARCH, PRODUCTION UNITS ESTABLISHED 
Bucharest BULETINUL OFICIAL in Romanian Part I No 40, 22 May 80 pp 2,3 


[Council of State Decree No 165 on the Establishment of Aeronautical 
Research and Production Units) 


[Excerpts] The Council of State of the Socialist Republic of Romania 
decrees: Article l--On 15 May 1980, the following enterprises are estab- 
lished, subordinate to the National Center of the Romanian Aeronautical 
Industry in the Department for the Production of Special Equipment and 
Aeronautics under the direction and control of the Ministry of the Machine- 
building Industry: 


a) The enterprise for the research and production of apparatus and equip- 
ment to be used aboard aircraft, with headquarters in Bucharest Municipal- 
ity--the Pipera industrial platform--having as its object of activity 
scientific research, technological and construction design and the produc- 
tion of apparatus and equipment for use aboard aircraft; 


b) The enterprise for the research and production of forged and cast parts 
for aviation, with headquarters in Bucharest Municipality--Baneasa indus- 
trial platform--having as the object of its activity scientific research, 
technological and construction design and production of cast and forged 
parts for aviation. 


The enterprises specified in paragraph 1 are on Level I of organization 
and have tables of organization in accordance with Annex No “Wy 


Article 2--The enterprise for the research and production of apparatus and 
equipment to be used aboard aircraft and the enterprise for the research 
and production of forged and cast parts for aviation are organized as 
complex research, technological engineering, and industrial production 
units. These units operate on the principle of economic-financial self- 
administration, have a juridical personality and are organized in accord- 
ance with legal norms on the organization and management of state social- 
ist units. 


*The annex is being transmitted to the institutions concerned. 
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ROMANIA 


ACHLEVEMENTS, PLANS FOR RIVER TRANSPORT VIEWED 
Bucharest FLACARA in Romanian 8 May 80 p 5 


[Interview with Lulian Simionescu, director of the "Navrom" Enterprise 
for River Navigation in Galati, by Dumitru George] 


[Text] lIulian Simionescu, director of the "Navrom" 
Enterprise for River Navigation in Galati; 48 years 
old, born in Namoloasa (Galati County); graduate of 
the Faculty of Ships and Ports of the Galati Poly- 
technical Institute; engineer in "Navrom" since 
1956; director of the enterprise since 1966. One 
year later it won first place in the competition 
among all the units belonging to the Ministry of 
Transportation and Telecommunications; decorated 
with the Order of Labor 3rd Class and the Star of 
the Republic 4th Class. 


[Question] Comrade Simionescu, you will soon be entering your 15th year 
as director of "Navrom" Galati. In that time, as they say, a lot of water 
has flowed in the Danube. But is that all? 


[Answer] As you well know, this period has coincided with the most fruit- 
ful years of the country, with unprecedented development of the Romanian 
economy, of all its branches, including river transport. The enterprise 
which I head has grown by giant steps, passing from steamships to an 
ultramodern fleet of great capacity and power, especially after the 
secretary general of the party, Comrade Nicolae Ceausescu, pointed out 
that as many goods as possible were to be transported by river, thus 
making the best use of a natural endowment of our country, so to speak. 
An extene‘ve program of development of the river fleet and modernization 
of the » es undertaken and is still far from being completed. We 
have ap, ~ ly 600 river boats, as well as modern quay and other 
equipment tc acilitate the work in the ports, completely mechanized 
facilities for loading and unloading of the ships, for a total value of 
fixed assets which exceeds 5.4 billion lei. Five specialized secondary 
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schools have been established, in Tulcea, Galati, Braila, Giurgiu and 
Drobeta-Turnu Severin, from which the future cadres for oceangoing or 
river transport activities are recruited. For the next few years, 3 or 

4 at the most, plans call for the systematization of the commercial port 
at Galati, as well as the construction of a new mineral port to serve the 
lron and steel combine, the opening in Tulcea of a new commercial port and 
a mineral port, modernization of the port in Braila specializing in 
import-export transportation, and many other things. An additional 140 new 
ships will go into operation, including 2,000 and 3,000-ton barges, moved 
by modern tugboats and pusher tugs equipped with Romanian equipment. We 
are especially concerned with encouraging the most modern possible cargo 
handling facilities in order to increase the productivity of labor and 


facilitate it, in order to operate at a pace which is truly up to the world 
level. 


[Question] What position does your enterprise and river transport in gen- 
eral occupy within the framework of our system of transporting cargo and 
passengers? 


[Answer] Our activity, although relatively small when compared to that 

of the maritime fleet, has its importance. We transport cargo and passen- 
gers along the entire Romanian Danube, from Sulina to Bazias, while the 
import-export activities extend as far as Regensburg in the FRG. We take 
lumber and Lumber products, rolled metal products, light industry products, 
chemical products, cement and grain and we bring back minerals, coke, 
coking coal, bauxite, certain metals and so forth. Several years ago 

this activity did not amount to more than 5 million tons; today we trans- 
port about 9 million tons on the Danube and in the next 3 years, as stipu- 
lated in the high-level directives of the party, it is supposed to reach 
22.5 million tons of transport on the Danube. For travelers there are 

12 permanent passenger routes, but in the summer the National Office for 
Tourism rents many more boats to use for excursions. From Sulina to 
Bazias there are 22 ports along the Romanian Danube, maritime river ports-- 
those downstream from Braila, and strictly river ports--those upstream. 

We have, in other words, an enterprise which extends for 1,072 kilometers, 
in which several thousands of people work, sailors, dock workers, main- 
tenance and repair mechanics, all of them organized in an orderly system 
within the framework of which the most important work is the relationship 
between the fleet and the ports,for the good progress of the two aspects 
of our activities, the transportation itself and the loading and unloading 
in the ports. The collective is young and thus capable of better results. 
Nevertheless, for 1979 we exceeded the planned profit by approximately 

30 million lei. 


[Question] Tell us something about the Danube. What role does our 
ancient river play in the economy of our country today and what role will 
it have in the future? 
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\Anewer! Although it has 4@ somewhat atrange position, the Danube has 
proven to be @ navigable waterway of great importance to the Romanian 
economy, Certainly, it has flowed through this area for a long time. 

Hut it is evident that in recent years we have begun to regard it with 
much more attention! The navigable waterway has existed for a long time, 
but we did not have very much to transport on it. Today, however, the 
vigor of the Romanian economy pulseates in the porta of the Danube, aa 
well as in the seaports, of course. I would say that the pulse of the 
porte is connected most closely with the development of the national 
economy. These are porte which have purely and simply been reborn, such 
ae Sulina, Calarasi, Cernavoda or Orsova, where the pulse of our continu- 
ously growing economy can be felt! Thus, it can be said that the Danube 
has 4 great future, | am thinking about the industrial development of 
all the countries adjacent to the river, ase all the areas of the country 
have developed now, | am also thinking of the growth of industrial ship- 
ping on the Danube through the opening and modernization of numerous ship- 
yards. The projects which appeared to be so bold not long ago with 
regard to planning to make the Danube a navigable waterway all year round, 
have now begun to come to life. The way to the sea will be considerably 
shortened by the opening of the Danube-Black Sea Canal. The Olt will be- 
come partially navigable, while, as ita mown, we will build another canal 
between Bucbarest and Giurgiu, transforming the capital into...a river 


port. Thus, through the construction of the dams for the Iron Gates LI 
ind Nikopol-Turnu Magurele hydroelectric power plants, as well as the one 
Cernavoda, which connects the Danube to the canal, our ancient river 
we become navigable all year, at a constant depth, nearly a “lake” on 
which hundreds of vessels will eail loaded with cargo and passengers, a 
form of transport which all the world recognizes as more profitable than 
iny other Thus, ase I said, the Danube has not only 4 past, but a yreat 


future as well. 


wy 
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ROMANIA 


TULCEA SHIPYARD REPLACED BY NEW ENTERPRISE 
Bucharest BULETINUL OFICIAL in Romanian Part I No 40, 22 May 80 pp l, 2 


i\Council of State Decree No 164 on the Establishment of the Tulcea Naval 
Construction and Technological Equipment Enterprise] 


[Excerpts] The Council of State of the Socialist Republic of Romania 
decrees: Article l-=-The Tulcea Naval Construction and Technological Equip 
ment Enterprise, with headquarters in Tulcea Municipality, Tulcea County, 
is established as of 1 April 1980. The enterprise has as its ubject of! 
activity the construction and repair of ships intended for ocean fishing 
as well as of other types of vessels which fall within the technological 
sphere of the enterprise in accordance with the needs of the national! 
economy, the manufacture of technological equipment for the chemical in- 
dustry, the processing of crude oil, pulp, paper, and cardboard, machine: 
and technological equipment for the metallurgical industry, spare parts tor 
machines and technological equipment for the metallurgical industry and 
enriched damp sand and coated sand for foundries. 


The Tulcea Naval Construction and Technological Equipment Enterprise is 
established by the reorganization of the Tulcea naval shipyard which is 
being closed down. This enterprise also includes the following invest- 
ment projects: the Tulcea Chemical and Metallurgical Equipment Enterprise 
and the Caraorman Sand Quarry. 





YUGOSLAVIA 


INVESTMENTS IN FIXED ASSETS, JANUARY-FEBRUARY 1980 
Belgrade PRIVREDNI PREGLED in Serbo-Croatian 27 Mar 80 p 4 


[Article by R. Vukeanovic: “Trend Toward Increased Investment in Fixed 
Assets Continues") 


[Text] The tendency of investments toward growth that was starting to 
appear last year is continuing at the beginning of thie year. Investments 

in fixed aseete grew 3/ percent in January and 26 percent in February, as 
compared to the same period last year, amount'ng to a cumulative increase 

of 33 percent. When the rate of increase is corrected for the increase 

of prices of construction materials, equipment, and services in the 

building industry and science, the real increase amounts to about 1/ percent. 


The large increase in January was affected by the payments made for the 
work performed at the end of 1979. This is especially true of the payments 
made from banking sources, whose increase in January was nearly double that 
of February. That was due to the limite on the increase placed for 1979-- 
banks were unable to pay all the obligations due in December, transferring 
some of those into this year. 


When sources of investments are analyzed, it becomes evident that unlike 

in preceding years, at the beginning of 1980 investments in fixed assets 
from the industrial sources grew faster than those from banks. In the first 
2 months, the increase in paid investments from organizations of socialized 
labor (industrial organizations) has been 34 percent, banks 22 percent, 
independent interest organizations 77 percent, and from the resources of 
sociopolitical organizations 46 percent, when compared to the same period 
last year. Among sociopolitical organizations the increase of investments 
was more rapid from opcina and federal sources, with smaller increases 
coming from the republics and provinces. 


The slowdown in bank investment increases is the result of energetic 
measures that were taken in 1979 and at the beginning of this year in order 
to decrease the high rate of spending of banking funds on this type of 
consumption. Those measures consist of limiting investment growth and 
narrowing banks’ ability to use primary issue for financing investments. 
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Table 1. Investments in Fixed Assets (In Millions of Dinars) 
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Total Investments 21,277 54,295 126 133 
industrial OSL's * 7,867 18,534 133 134 
Nonindustrial OSL's 1,911 5,449 154 169 
Ind. Interest Organizations 766 2,067 146 177 
Banks 9,257 26,174 lll 122 
investments Through Banks 965 2,077 166 15] 
Sociopolitical Org. 511 1,014 146 146 

From Among Those: 

Opcinas 241 442 170 155 
Republics and Provinces 220 420 135 136 
Federal Government 50 152 109 L150 
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Furthermore, the Law for Special Conditions for Approval of Credit for 
Investments precluded investments without down payment, and at the same 

time the requirements for credit were tightened for projects outside of 

the industrial fleld, and in fields whose activities are based in importing. 


Disproportional payments from various sources resulted in the change of 
Lhe .avestor structure, that is, bank participation has dropped from 50 
percent of all investments in the first 2 months of 1979, to 46 percent 
in the first 2 months of 1980, thereby increasing the participation of 
various other organizations. However, in epite of that, the banks still 
finance nearly half of all investments, while the participation of 
industrial enterprises is about 34 percent. 


Housing has the greatest share of bank investments, since payments in this 
field were 6.3 billion dinars, which is an increase of 64 percent when 
compared to the first 2 monthe of 1979. 


The economic structure of investments shows that except for housing, in- 
vestments in industrial objects are increasing faster than any other. This 
is the result of the measures taken to narrow investment possibilities out- 
side of the economy, and it can be expected that this tendency would con- 
tinue on the long-term basis. 


The investment increase among various republics and provinces was not 
proportional. The increase in Bosnia and Hertzegovina was 21 percent, in 
Montenegro 99 percent, in Croatia 344 percent, in Macedonia 40 percent, in 
Slovenia 33 percent, and in Serbia 29 percent. Within Serbia itself, the 
increase outside of the provinces was 35 percent, in Kosovo 56 percent and 
in Voivodina 9 percent. The exceptionally high increase in Montenegro 

is the result of investments in reconstruction of damage done by the 
catastrophic earthquake of April 1979. 
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YUGOSLAVIA 


ELECTRIC POWER CAPACITY, NEEDS, PLANS 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 14 Apr 80 pp 23-24 


{Text} In the electric power industry, preparations for approval of the 
development plan for 1981-1985 are proceeding along two seemingly separate 
and independent tracks. On the one hand, federal, republic and provincial 
institutes for planning and associations of electric power organizations, 
such as the Association of Yugoslav Electrid Power Companies, are preparing 
entire studies, involving in them several institutes, beginning with the 
current world energy situation and including evaluations of the growth in 
consumption of electrical energy and the possibilities for building new 
electric power plants, while on the other hand, in practice, electric 

power organizations are building most of the new installations that will be 
going into service in the next 5 years. 


At the beginning of this year, 11 hydroelectric power plants, 16 thermal 
power plants, 1 nuclear electric power plant and installations for the 
transmission network were in construction; all projects had a total calcu- 
lated value of 150 billion dinars. Although fully half of these instal- 
lations have been carried over from the preceding intermediate plan due to 
delaye in construction and with significantly greater investments, it 
cannot be anticipated that some new and other installations will be erected 
in the following 5 years, regardless of the results and recommendations that 
may come from studies and analyses. The first estimates of the investments 
needed in the period 1981-1985 indicate the need for a total amount of 

200 billion dinars. Furthermore, it is almost certain that this sum will 
be reached for the installations that have already been started before they 
begin operations. It must also be noted that about 1,400 MW of installed 
power that is necessary for the next intermediate period is not even under 
construction 


Lags or Corrections of the Plan? 


The agreement on the development of the electric power industry in the 
period 1976-1980 projected total construction of 9,490 MW of new power 
plants, but it also estimated that 7,900 MW would suffice for the planned 
growth in electric energy consumption. It foresaw that in 1980 consumption 
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would reach 65-70 billion KWH, with an annual rate of increase of between 
10 and 12 percent. The plan also epecified construction of 3,735 kilo- 
mecLere of high=tension, 380 KV long-distance tranemiasion lines and trans- 
former etatione with total power of 15,600 MVA, as well as mine capacities 
for 27 million tone of coal for the needs of new thermal power plants, and 
a uranium mine. So that new thermal power plants useing liquid fuels could 
operate, annual supplies of 3 million tons of heavy oil were to be secured, 


iy the beginning of thie year, however, a total of only 4,175 MW capacity 
in new electric power plants had been placed in operation, which does not 
represent half of the planned volume, and can provide but 53 percent of 
estimated needs. The long-distance transmission line plan was 67 percent 
complete, while 46 percent of the transformer-station capacity and about 
half of the planned coal @ining capability had been completed. In practical 
terms, everything else has been carried over to the coming intermediate 
plan period. During this year, it is expected that new installations with 
/59 MW capacity will be placed in operation, but for now it is known that 
among the more important installations that will provide new quantities of 
electrical energy only 330 MW will be provided by the Kostolac and Oslome} 
thermal power plants. 


When in such an important sector as electrical energy, the five-year plan 
for development is only 50 percent completed, or a little more than half, 
it is normal to expect great difficulties and problems in supplying con- 
eumers with electrical energy. This is the more true since in preparing 
the plans it was known that the electric power industry did not have re- 
serve capabilities at its disposal, and that practically every more 
serious breakdown at major installations threatened restrictions in con- 
sumption. Precisely for this reason the plan was prepared so that more 
new electric power plants would be built than the projected rate of 
increase in consumption would require. Although the production of electrical 
energy is not accomplished without difficulties, and although there are 
occasional temporary, particularly seasonal, reductions in power, there 
are no great shortages of electrical energy. 


There are two basic reasons for this. The first is found in consumption: 
instead of the 65-70 billion KWH projected for this year in the intermediate 
plan, the electrical energy balance for 1980 (which has not yet been 
adopted finally) calls for 59 billion KWH. Instead of the planned growth 
rate of 10-12 percent for the 5 years, an average growth rate of consumption 
of about 8 percent has been recorded. The other reason is found in the 
exceptionally favorable hydrological conditions that with the exception of 
one or two seasons have made possible markedly higher production by hydro- 
electric power plants than even the most optimistic planner whuld have 
dared to anticipate. That dependence on hydroelectric power, about 50 
percent of total energy is produced by hydroelectric power plants, is at 

the same time a great risk, for a dry year would reduce production by 

6 billion KWH and bring undesirable consequences. 
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Wnalyate have calculated that this year consumption of electrical energy in 
Yugoslavia will amount to 2,550 KWH per capita. Often the level of elec- 
trical energy consumption is taken as a measure of the level of development 
of a country; therefore, it is inetructive to note that that level of 
consumption was reached 15 years ago in Austria, Belgium, France, Holland, 
and the USSR, and 20 years ago in the FRG, Finland, and Great Britain while 
Sweden, the United States, Switzerland and some other countries attained 
that level of consumption much earlier. 


Power Plants Under Construction 


Thermal Power Plants from the 1876-1980 Plan 


At Gacko, JOOW Kosovo B Il, 339 MW 

Bitola 1, 210 MW Nuclear Plant at Krseko, 664 MW 
Kosovo B 1, 339 MW Ugljevik, 300 MW 

Plevlja, 210 MW Bitola II, 210 MW 


Turbine and Heating Plant, Ljubljana, 50 MW 
furbine and Heating Plant, Novi Sad, 135 MW 
Obrenovac, B.1l. 600 MW 

lurbine and Heating Plant, Rijeka, 45 MW 


be nstallations 


Kakan} IV, 230 MW 

urbine and Heating Plant, 
fuzla, 90 MW 

renovac B LL, 600 MW 
rmno I, 350 MW 
Drmno II, 350 MW 
Plomin, 200 MW 
furbine and Heating Plant, 
Zrenjanin, 135 MW 
Turbine and Heating Plant, 
Pancevo, 135 MW 
irbovlijie LII, 150 Mw 


Hydroelectric Power Plants: from the 1976-1980 Plan 
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Salakovac, 140 MW 
Grabovii . Lis MW 
PAHE Bajina Basta, 600 MW 








New I[natallations 


Cakovac, 82 MW Andrijevo, 149 MW 
Golubiei, 7 MW Perucica, 8th stage, 62 MW 
Salakovac, ird stage, 70 MW Maveic, 38 MW 

Mostar, 64 MW Zavo}, 80 MW 

Zlatica, 55 MW Visegrad, 304 MW 

RHE Obrovac, 276 MW Derdap Il, 216 MW 

Solkan, 21 MW Pohorje PAHE, 140 MW 


How Can the Situation Be Changed? 


At the beginning of this year, total installed capaiity of electric power 
plante in Yugoslavia amounted to 13,320 MW. A preliminary projection 
indicates that in the coming 5 years another 4,401 MW of capacity held over 
from the current intermediate plan, and a new 8,134 MW capacity ir new 
construction, will be completed, With the grid of long-distance trans- 
mission lines for 380, 220 and 110 Kw, and the corredponding transformer 
stations, s solid technical base has been created for the operations of 

a major technological electrical power system. The former restrictions 
and limitations of installed electric power plant capacity, and especially 
the potential for transmitting electrical energy to all parts of the 
country, are gradually being overcome and the obstacles to cooperation 
between the electrical energy organizations of the republics and provinces 
are being eliminated. 


it is often stressed that electrical energy organizations function in a 
single, unified Yugoslav technical and technological system, but here one 
should be careful not to mention commercial or economic cooperation. 
Interchange of electrical energy between republic and provincial electrical 
energy organizations, either on the basis of long-term agreements, invest- 
ments in the construction of electric power plants outside of a particular 
organization's region, or temporary contracts, are rather well developed 
(in that manner nearly a quarter of total electrical energy production is 
marketed). On the other hand, the potential of a major technical system 

is still utilized only slightly. Beginning with planning and construction 
of new installations (where the possibilities for more rational behavior 
and savings are the greatest), and extending to the use of completed instal- 
lations or systems for managing electrical energy installations (with 
significant economic effects), greater cooperation is needed. 


The existing relationships between the electrical energy organizations of 
the republics and provinces are practical obstacles to the creation of a 
major electrical energy technical system, with all the advantages that 
could be gained by operations in such a system. The operations and func- 
tions of the Yugoslav electrical energy system are regulated by the Self- 
Management Agreement on Joint Operations and corresponding federal, 
republic and provincial regulations. The Self-Management Agreement on the 
Joint Operations of Electrical Energy Organizations was adopted in 1971. 
It is considered that that basic act has heen successfully applied for 
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years, but that certain of ite provisions are obsolete, on the one hand, 

due to changing conditions and changes that have come through legal and 
self-management regulations in the republics and provinces, and on the other 
hand, by the self-management and technical development of the electrical 
energy system, 


Last year an attempt was made to replace that self-management agreement on 
joint operations by electrical energy organizations with a new one that 
would bring in the technical and technological changes that have occurred 
in the meantime, as well as the socioeconomic relationships that have been 
created. The relationships could not, however, be resolved due to varying 
intereste that have arisen and differences in the self-management organi-~ 
zational structures of electrical energy in the republics and provinces, 
as well as disharmony in socioeconomic relations established by new orga- 
nizations. In simple terms, the electric power industry is treated as a 
component part of the economy in some places, with a certain specific 


mission, while elsewhere it is regarded as some form of public service. 

Lf ‘| of this is added the fact that such basic elements of energy 

po! 1» the pricing system and price parity for individual types of 

ene . responsibility for deciding such matters, and a system of extended 


capital accumulation in the energy sector, still await formulation, it is 
clear that the electric energy organizations, even with the best of will, 
cannot eliminate all the obstacles to the creation of a major technical 
system for electrical energy solely by self-management agreement. 


Not only domestically but in a broader perspective, the general status of 
energy, the problems and dilemmas that the energy crisis has imposed on 

the modern world direct the electric power industry to discover more 
rational solutions, and to develop greater couperation and joint actions. 
Along with completion of the transmission network, it is necessary to 
conceive and gradually build a system of technical and commercial manage- 
ment of electrical energy installations, to establish dispatching centers, 
and to establish communications for the exshange of information and the 
automatization of these processes. In the construction of new installations 
for the production of electrical energy, while relying on domestic energy 
resources, we must build thermal power plants with high installed capacities 
in the most favorable locations, and hydroelectric power plants on river 
systems that encompass several sociopolitical communities. 


if it is apparent from the list of installations under congtruction that 
in the next 5 years there is little chance that decisions will be changed, 
it should also be realized that decisions that will be made during this 
period will define the installations, policies and prices for energy for 
the coming 10 to 20 years. Taking into consideration the 5 to 7 years 
necessary for the construction of installations and the two to three 
decades for which they are used, it is obvious that the decisions being 
made are for the future. Precisely for that reason, it would seem that 
the efforts of electrical energy organizations to eliminate present 
obstacles and establish new relationships should be joined by equal efforts 
of the republics and provinces. 
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